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STAN STEPHENS 
GOVERNOR 


December 1, 1992 


Honorable President and Members of the Senate 
Honorable Speaker and Members of the House 


Honored Members of the Fifty-Third Legislative Assembly: 


In accordance with Article VI, Section 9, of the 
Constitution of Montana, and Title 17, Chapter 7, part 1, 
Montana Code Annotated, I am transmitting to you my 
Executive Budget recommendations. 


This budget sets forth a balanced financial plan for 
Montans’s state government over the 1995 biennium. In order 
to achieve this balance, difficult choices were made 
regarding virtually every program in state government. This 
plan gives full consideration to the taxpayers of Montana: 
condsideration for the services they expect from state 
government and their ability to pay for those services. 

This proposal reflects the very best efforts of hundreds of 
forward-looking, dedicated Montanans who have focused their 
efforts on designing a workable solution to the serious 
budget challenge facing state government. 


I wish you well in your work. 
Sincerely, 


Lig bd6x 


STAN STEPHENS 
Governor 
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STATE VISION 


We Montanans want our "last best place” in the 21st century to be economically, 
environmentally and socially rich, with room to live our individual dreams. 





GOAL: Assure quality job opportunities for our citizens. 


e Stimulate sustained quality employment growth along with structured long-term economic 
development. 

e Maintain a balance between diversified economic development, a sustainable environment and 
quality of life. 

e Provide a favorable business climate. 
e Overhaul the workers’ comp system to adequately and fairly meet the needs of taxpayers, 

workers and business. 
e Encourage business innovation and technology growth. 


GOAL: Develop a comprehensive and equitable tax structure 
matched by a responsive and responsible government. 


e Reform our tax system to assure fairness and revenue growth consistent with our overall economic 
growth. 


e Initiate prioritized, results-based budgeting system in state Government. 
e Reform Governmental units (city, county, state) to be responsive, Affordable and effective. 


GOAL: Achieve the greatest common good through consensus 
about important statewide issues. 


e Promote an affordable health care delivery system for all Montanans. 

e Put in place an equitable system to facilitate transition from welfare to the workplace for all able 
Montanans. 
e Increase our capacity to resolve our own natural resource disputes. 

¢ Increase our capacity to accommodate multicultural diversity. 


GOAL: Maintain a high quality education system. 
e Improve linkages between educational providers and employers’ needs. 
¢ Improve the quality and cost effectiveness of the education system. 


e Reduce the outmigration of educated young people. 
e Increase the percentage of high school graduates. 


THE MONTANA FUTURES PROJECT 


EXECUTIVE BUDGET SUMMARY - S2 


Budget Overview 


Necessity is the mother of invention. 


Throughout 1992, policy makers everywhere have been talking about "reinventing 
government." From casual references to full embraces, those interested in government have been 
engaging the notion, wondering aloud if the ideas contained in the book of the same name could be 
successfully implemented. Should Montana be a "test state", or a laboratory, for any collection of very 
new, startling, even revolutionary ideas such as those contained in the book? The debate is academic. 
We have no choice. 


Good citizens will earnestly and vigorously debate the merits of individual proposals to come 
before the 1993 Legislature, be they traditional or revolutionary, but there is no room left to avoid 
major restructuring in every facet of state government. 


The “triple whammy" of a decade-long fiscal imbalance, a three-year revenue shortfall and 
spiraling program costs in "people programs" like education and human services have combined to 
create a substantial general fund deficit that must be addressed by a new Governor and the Fifty-third 
Legislature. 


State government has spent more tax dollars than it has raised in seven of the last ten years. 
During the most recent three years, revenue has fallen short of projections by more than $75 million, 
a figure equal to more than seven percent of our biennial general fund budget. Throughout those ten 
years, the pressure of increased enrollments in schools, the skyrocketing cost of health care benefits 
and the ever-increasing growth in caseloads for our entitlement programs have blunted many of the 
best-directed efforts to control the growth of government. 


Our challenge, and our opportunity, is to redefine our goals and objectives as a state, evaluate 
them against the kind of functions government is performing, and proceed with the required 
"restructuring". Fortunately, we have at our immediate disposal a blueprint for our evaluation. 


The Governor’s Council for Montana’s Future has spent much of the last nine months travelling 
across Montana, talking to thousands of Montanans about Montanans’ vision of their state. Their first 
report is a vision statement and a list of goals that clearly present the results of their research. This 
is the document which appears printed on the opposite page. 


The executive budget proposes 55 policy initiatives, including 12 major initiatives, and each 


one is supported by a goal of the vision statement. A comparison of state goals and budget initiatives 
will show the correlation. A page number is provided to locate each initiative. 


Goal 1. Assure quality job opportunities for our citizens. 


lie Stimulate sustained quality employment growth along with structured long-term 
economic development. 

2 Maintain a balance between diversified economic development, a sustainable 
environment and quality of life. 

3 Provide a favorable business climate. 


A. Overhaul the workers’ compensation system to adequately and fairly meet the needs 
of taxpayers, workers and business. 
4. Encourage business innovation and technology growth. 


EXECUTIVE BUDGET SUMMARY - S3 


Budget Overview 


The executive budget proposes seven policy initiatives, including three major policy initiatives, 
in this area, and strongly supports current level efforts in the Department of Commerce that provide 
essential economic development programs. Proposals include: 


The major policy initiatives include: 
e Funding for the Montana Science and Technology Action Agenda (Page C60) 


e An aggressive plan to reform the state’s workers’ compensation system, and create a process 
and funding for the alternative operation of the system (Page A95 and AQ98) 


e An increase in fuel taxes to match federal funding for the federal highway program, which 
provides short-term economic development through construction jobs, and long-term economic 
development through improved infrastructure (Page A53-54) 


Other policy initiatives include: 

e A general fund commitment to the operation of Montana’s state parks (Page C11) 

e Funding for state/local partnerships to improve access to parks recreation sites (Page F8) 
e Adequate funding for tours of the Capitol and Original Governor’s Mansion (Page D10) 


e Oil overcharge projects designed to create new jobs through development of petroleum 
substitutes from safflower oil, other agricultural products, and waste from the pulp and paper 
industry (Page F22) 


As mentioned above, the executive budget also supports Commerce Department programs that 
have helped Montana’s economy "hold its own" against lagging economic trends. Such successful 
programs include: 


e Microbusiness Development 
¢ Small Business Development Centers 
@ International trade efforts, in Canada and 
the Pacific Rim, focusing on value-added products 
e Business recruitment efforts 
¢ Tourism promotion 
¢ Motion picture promotion 


Also included in the department’s budget is funding to implement an important if minimal first 
step towards infrastructure improvement for the state and its local governments. 


Goal Il. Develop a comprehensive and equitable tax structure 
matched by a responsive and responsible government. 


fh Reform our tax system to assure fairness and revenue growth consistent with our 
overall economic growth. . 
Initiate a prioritized, results-based budgeting system in state government. 


3}. Reform governmental units (city, county, state) to be responsive, affordable and 
effective. 


Nh 
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Budget Overview 


The executive budget proposes 17 policy initiatives, including five major initiatives, toward 
achieving this goal. 
The major policy initiatives include: 


e Implementation of a total tax reform package, including relief from sharp increases in taxes 
proposed for agricultural land, reduced income tax, reduced business and residential property 
tax, and a 4% sales tax with protections against regressivity and future increases (Page S12) 


e Restructuring of the men’s corrections program in order to provide a better alternative to 
incarceration via community corrections and save construction costs (Page D19) 


e Restructuring of the women’s corrections program in order to provide a better alternative to 
incarceration via community corrections and save construction costs (Page D25) 


¢ Stimulation of incentive by providing a prudent level of "flexibility" to agency managers in 
Managing agency appropriations (Page S54) 


e Establishment of a general fund stabilization account to provide a cushion against potential 
future revenue shortfalls (Page S59) 
Other policy initiatives include: 


e An increase to state employees in the state payment for health care coverage, due to ever- 
increasing health care cost projections for the next biennium (Page S25) 


e Switching funding for Motor Vehicle division to fuel tax revenue, more in line with priorities 
of fuel tax funding (Page A45 and A5d3) 


¢ Consolidation of financial and personnel management functions into the Department of 
Administration (Page A80) 


e Transfer of the investigations function in the Department of Revenue into the Department of 
Justice. (Page A71) 


e Initiation of mission-oriented performance measures and "quality management” training for 
agency managers (Page A24) 


¢ Consolidation of the Water Policy Committee with the State Water Plan Advisory Council 
(Page A11) 


e Transfer of county tax assessors to full state management (Page A78) 


e Appropriation of funding to equitably pay the state share of local Department of Family Service 
operations (Page B51) 


e Abatement of excessive paperwork and the unnecessary expenditure of time by adding 
"forward estimate” authority to HB4, the budget amendment bill (Page S58) 


e Investment of the unappropriated portion of the DUI license reinstatement fee in alcohol 
dependency treatment programs for youth (Page B52) 


e Stabilization of funding for the vocational rehabilitation program by transferring it to the general 
fund (Page B45) 


e Reestablishment of the sanctity of the unemployment insurance administration tax fund (Page 
B19) 


EXECUTIVE BUDGET SUMMARY - S5 


Budget Overview 


Goal lll. Achieve the greatest common good through 
consensus about important statewide issues. 


_ 


Promote an affordable health care delivery system for all Montanans. 


a. Put in place an equitable system to facilitate transition from welfare to the 
workplace for all able Montanans. 

3. Increase our capacity to resolve our own natural resource disputes. 

4. Increase our capacity to accommodate multicultural diversity. 


The executive budget proposes eight policy initiatives, including one major initiative, toward 
achieving this goal. 


The major policy initiative contains: 


e Establishment of a Health Care Commission with specific, accountable goals, as well as other 
components of Phase II of the "Health Care for Montanans" initiative, and 


e Provision of health insurance for uninsured children and improved hospital funding through 
imposition of a .75% gross receipts tax on hospitals (Page B28) 


Other policy initiatives include: 


e Restructuring the general assistance program to bring Montana’s program more in line with 
other states in the region (Page B27) 


e Continued funding for the state’s Natural Resource Damage Assessment litigation (Page B2) 


e Consolidation of day care programs at the Department of Social and Rehabilitational Services 
(Page B30) 


e Stabilization of funding for the displaced homemakers program (Page B19) 
e Stabilization of funding for the "Project Work" program (Page B19) 


e Increased funding for the Human Rights Commission, as a result of increased workload in 
housing discrimination and other cases (Page B24) 


e Repair of the Nursing Home utilization fee to remain in compliance with federal statute (Page 


B31) 
Goal IV. Maintain a high quality education system. 
le Improve linkages between educational providers and employers’ needs. 
2 Improve the quality and cost effectiveness of the education system. 
ae Reduce the outmigration of educated young people. 
4. 


Increase the percentage of high school graduates. 


The executive budget proposes six policy initiatives, including three major initiatives, in this area. 


The major policy initiatives include: 


EXECUTIVE BUDGET SUMMARY - S6 


Budget Overview 





¢ Comprehensive reform and restructuring of the Montana University System (Page E37, 
E41°80) 


e Restructuring of the K-12 Education system into county wide districts (Page S22) 


¢ Expanded funding for the development of Montana’s telecommunications network through 
"METNET" (Page A87) 


Other policy initiatives include: 


e Replacement of general fund dollars with federal and other available funds at the Montana 
School for the Deaf and Blind (Page E119, E121-122) 


e Continued diversion of the flow of Income and Interest from state timber sales to the School 
Equalization Account, lessening the pressure on the state general fund (Page S24) 


¢ Stabilized funding for "Jobs for Montana’s Graduates", a recently implemented, successful 
program for at-risk teen students (Page B19) 


In summary, this budget takes head on the priorities state government must face in order to fully 
and properly serve the people of Montana: jobs, taxes and restructuring. 


JOBS 


The private sector is the creator of permanent, real jobs for Montanans, but government plays 
a significant role as a facilitator and catalyst. When dollars are sparse, as they are today, they must 
be used wisely and with great skill, where they will be most effective. 


Certainly, the performance of the economic development programs at the Department of 
Commerce has reflected this skill, and the results have been encouraging. The solid programs now in 
place, and the addition of the Science and Technology Action Agenda, should serve as valuable arrows 
in the quiver to help Montanans hit the target of stable job growth in an economy as diverse as that 
found in Montana. 


TAXES 


The “triple threat" challenge that faces state government no longer allows a "tax/no tax" debate. 
What must now be done is to attempt to restructure the Montana tax system for stability and 
elasticity. By de-emphasizing the role that property taxes play in the overall revenue mix, reducing the 
top income tax rates through a flat tax of 6%, and instituting a sales tax, the tax base is broadened, 
and a revenue source is built in that fluctuates more directly with our economy. 


To affirm the executive commitment to fairness and stability in tax policy, this budget proposal 
does not include the re-imposition of the "Super Seven" surcharge. 


RESTRUCTURING 
Major industry all across America is involved in "rightsizing", "downsizing" or more plainly, 


cutting back. Small businesses and individuals have not had the luxury of waiting to adjust their 
operations in order to keep the financial books balanced. When will government catch up? Will state 


EXECUTIVE BUDGET SUMMARY - S7 


Budget Overview 


government adapt to the changing economy soon, or will it learn the hard lessons that industries are 
responding to and the federal government has yet to learn? 


This budget proposes major restructuring for four of Montana’s largest governmental services: 
Corrections, Workers’ Compensation, K-12 education and our system of higher education. It also 
proposes more flexibility for managers throughout state government, and the creation of a general fund 
stabilization account so the state is positioned to better manage future revenue fluctuations. 


In addition to the restructuring efforts proposed herein, every agency budget has been scrutinized 
in order to produce a total current level budget for state government where virtually all of the increases 
are in entitlement programs and the annualization of a pay plan that was enacted in three separate 
steps over the current biennium. Also, growth in general fund employees (FTE) was held to an 
absolute minimum. 


A concentrated, if abbreviated, effort was also undertaken to factor in the prioritization of 
agency goals and objectives solicited through an amendment to HB8 from the July Special Session. 
In some cases, this executive budget does recommend the elimination of lower priority programs. It 
will remain for the legislature to pass further judgment on each agency’s prioritization, and determine 
whether or not further modifications in the prioritization process are in order. 
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General Fund Revenue Estimates 


The table below provides a summary of the general fund revenue estimates developed from the 
Revenue Oversight Committee’s assumptions. 


As indicated by the table, general fund revenues are expected to decline from $1,001.022 million for 
the 1993 biennium to $969.723 million for the 1995 biennium, or by $31.299 million. 


Significant one-time revenues enacted during the 1993 biennium explain this reduction. The more 
significant of these measures include approximately $23 million from the imposition of quarterly 
estimated income tax requirements during FY 93, approximately $7 million by requiring income tax 
payments with extension requests effective in FY 92, and approximately $24 million in FY 93 revenues 
from the 7% surtax on virtually all general fund revenue sources. 


General Fund Revenue Estimates 
Based on Assumptions Adopted by the Revenue Oversight Committee 

















(Millions) 

Actual Estimated Estimated Estimated Estimated Estimated 
Source of Revenue FY 1992 FY 1993 FY 1994 FY 1995 FY 93-94 FY 94-95 
Individual Income Tax $200.684 $222.220 $207.396 $213.324 $422.904 $420.720 
Corporation Tax 32.052 33.620 36.180 36.235 65.672 72.415 
Coal Severance Tax 9.609 14.350 6.333 6.337 23.959 12.670 
Oil Severance Tax 20.427 16.815 15.160 15.328 37.242 30.488 
Interest on Investments 16.494 16.475 9.804 10.011 32.969 19.815 
Long-Range Bond Excess 42.734 46.691 44.336 45.589 89.425 89.925 
Coal Trust Interest 40.010 39.609 40.529 41.620 79.619 82.149 
Insurance Premiums Tax 20.387 22.648 20.526 23.505 43.035 44.031 
Institutions Reimburse. 16.330 15.893 14.291 14.839 32.223 29.130 
Liquor Profits 5.363 4.190 4.340 4.620 9.553 8.960 
Liquor Excise Tax 6.122 6.720 6.533 6.823 12.842 13.356 
Inheritance Tax 11.338 10.484 10.405 10.679 21.822 21.084 
Metal Mines Tax 3.966 4.172 3.526 3.692 8.138 7.218 
Electrical Energy Tax 4.938 4.255 3.994 4.021 95193 8.015 
Drivers’ License Tax 1.776 Wee? 1.800 1.805 3.498 3.605 
Telephone License Tax 4.984 4.222 4.003 4.091 9.206 8.094 
Beer License Tax 1.453 1.621 1.422 1.459 3.074 2.881 
Natural Gas Severance Tax 1.396 1.283 1.249 1.264 2.679 2.513 
Freight Line Tax Wee /72 0.000 0.000 0.000 1.272 0.000 
Wine Tax 0.853 0.897 0.798 0.804 1.750 1.602 
Video Gaming Income Tax 9.875 11.019 10.035 10.804 20.894 20.839 
Motor Vehicle Account 10.152 9.653 9.911 10.175 19.805 20.086 
Vehicle Fees 3.227 3.114 3.248 3.397 6.341 6.645 
Public Contractor’s Tax 1.270 1.230 1.242 1.252 2.500 2.494 
Other Revenue Sources 20.324 21.083 20.348 20.640 41.407 40.988 
Total $487.036 $513.986 $477.409 $492.314 $1,001.022 $969.723 
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Combining the Revenue Oversight Committee’s revenue estimate with recommended general fund 
expenditures contained in the executive budget yields the following balance summary. 


Governor’s Executive Budget Proposal 


Current Law 





Actual Projected Projected Projected 
FY 92 FY 93 FY 94 FY 95 
Beginning Fund Balance 58.700 24.486 20.987 (54.020) 
Receipts 487.036 514.207 478.121 492.719 
Total Available 545.736 538.693 499.108 438.699 
Disbursements 
General Appropriations 510.971 427.294 487.519 496.437 
Pay Plan Appropriations 20.914 1.648 3.348 
Statutory Appropriations 
Property Tax Reimbursement 19.266 20.037 20.838 
Debt Service 10.954 11.893 14.574 
TRANS Interest 3.929 0.000 0.000 
Microbusiness Administration 0.034 
Retirement Benefits 3.506 3.695 3.974 
Miscellaneous Appropriations 2.779 1.750 1.750 
Continuing Appropriations 9.016 
Supplementals 
All Other State Agencies 22.330 
State Equalization Account 12.100 19.900 29.052 9.259 
Feed Bill 5.025 5.100 
Reversions (21.743) (2.500) (2.500) 
Total Disbursements 523.071 523.170 553.128 552.780 
Adjustments (2.059) 
Residual Equity Transfer 3.880 5.464 
Ending Fund Balance 24.486 20.987 (54.020) (114.081) 
Governor’s Revenue Proposals 
Beginning Fund Balance 20.987 20.506 (6.456) 
Sales Tax Proposal 
Sales Tax Revenue 67.650 270.600 
Stabilization Account Appropriation 0.000 (40.000) 
Property Tax Relief (12.500) (87.790) 
Income Tax Relief 0.000 (28.700) 
Administrative Costs (0.481) (5.433) (5.600) 
Montana Science & Tech Proposal (0.900) (1.900) 
Funding Switches: 
Judiciary (0.284) (0.286) 
Commerce - Weights & Measures (0.488) (0.493) 
Ending Fund Balance 20.506 (6.456) 39.314 


“ Based on Revenue Oversight Committee’s Revenue Assumptions of November 20, 1992. 
FY 92 ending fund balance is unaudited figure at press deadline 
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The top section of the summary shows that, despite the significant expenditure reductions from the 
recommended policy initiatives, general fund deficits of $55.6 million and $117.4 million are expected 
for fiscal years 1994 and 1995, respectively. 


Additional revenues are proposed to address these deficits. Deficit reduction revenues totalling $48.8 
million in FY92 and $106.6 million in FY93 are proposed to create a general fund surplus of $39.3 
million at fiscal year end 1995. The proposed budget, therefore, complies with the constitutional 
requirement of a balanced biennial budget. 


Options are being reviewed at the Board of Investments to address the issue of the deficit which is 
budgeted at FY94 year end. It is likely that legislation may be required to fully resolve the issue. 
However, given the strong condition projected for the general fund at the end of the biennium and the 
extraordinary circumstances facing the state, this accommodation should be viewed as a necessary 
one which is far less painful than any possible alternatives. 


A summary of the revenue proposal follows. 
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Governor Stephens’ Proposal for Comprehensive Tax Reform 
and Structural Deficit Reduction 


The need for comprehensive tax reform, first mandated by the electorate through Initiative 105 in 
1986, is long overdue, as evidenced by Montana’s continuing structural deficit problems. 


The Stephens administration proposal for comprehensive tax reform combines a 4% general sales tax 
on goods and services with significant and meaningful income and property tax relief, while addressing 
future structural deficit problems. 


Sales Tax 


The general sales tax on goods and services is scheduled to take effect April 1, 1994. This will allow 
a full quarter’s worth of sales tax to be booked in FY94 when year-end accruals are taken into 
consideration. Revenue net of vendor allowances and administrative costs in FY94 from the sales tax 
is projected to be $66.9 million. The sales tax, which provides for an additional 4% tax on lodging, 
excludes many essentials including food, medical services and prescription drugs, and utilities paid by 
residential customers. Also excluded from the tax are several professional services. 


The citizens of the state need to be ensured the sales tax rate will not be increased in the future. 
Therefore, both statutory and constitutional limits of 4% are proposed. The statutory limit is included 
to guard against increases until a constitutional referendum can be placed on the ballot at the next 
regular election. 


Property Taxes 


Business Equipment. Beginning January 1, 1994, the taxable valuation rate on business personal 
property, including manufacturing machinery and other business equipment, is reduced from 9% to 
3.625%. The total annual tax savings to the business community from this change is $41.67 million. 
This impact will be felt in its entirety in FY95. However, because approximately 30% of business 
personal property is not liened to real property, and because taxes on this property are paid during April 
and May of the current tax year, there will be a tax savings of about 30% of the total impact in FY94 
($12.50 million). 


Residential Property Taxes - Homestead Exemption. At the same time, residential property taxpayers 
will be allowed to exempt from property taxes the first $10,000 of market value of their homes. The 
homestead exemption reduces residential property taxes $26.9 million annually, beginning in FY95. 
This represents an average tax reduction of $139 for those properties where the full exemption can 
be claimed. 


Land and Building Taxes. Additional property tax relief is provided to residential and business property 
through lowing the tax rate from 3.86% to 3.625%. This rate reduction will provide an additional 
$15.7 million in property tax relief to homeowners and businesses beginning in calendar year 1994. 


Railroads and Airlines. Reducing the taxable valuation rate on business personal property results in an 
additional decrease in taxes for railroads and airlines of $2.46 million, beginning in FY95. This 
reduction is mandated by the federal 4 Rs Act, which prohibits taxing railroads and airlines at a greater 
rate than all other commercial property. 


Agricultural Land Valuation. The 264% increase in agricultural land valuations that is scheduled to take 


effect in calendar year 1994 is offset by a tax rate reduction in a separate proposal. Under the 
assumption that the Agricultural Advisory Commission will provide a current law revenue-neutral rate 


EXECUTIVE BUDGET SUMMARY - S12 


Comprehensive Tax Reform 


of 3.86%, an assumption implicitly adopted by the Revenue Oversight Committee, an additional tax 
savings on agricultural land of $2.36 million will be provided. Sales tax revenues are used to reimburse 
local governments and the school foundation program for the impact of the proposal on its revenues. 


Individual Income Tax 


Individual income tax reform is scheduled to take effect January 1, 1995. The current income tax 
system will be greatly simplified by eliminating the need to itemize deductions and contend with 
cumbersome tax tables. Instead, taxpayers will simply subtract allowable exemptions and standard 
deductions from their incomes and apply a single flat rate of 6% to the resulting taxable income. 
Because current exemption amounts and standard deductions are greatly increased under the proposal, 
thousands of low-income households will no longer pay income taxes, and average tax bills will 
decrease at all income levels. This reform in income taxes is anticipated to reduce income tax liabilities 
by almost $42 million in the first year calendar of implementation. 


Renter’s Credit. To provide equity between renters and homeowners, all renters will be allowed to take 
a refundable renter’s credit of $135 against their income tax liabilities. This credit, which will benefit 
nearly 79,000 renter households, is estimated to reduce income tax liabilities an additional $10.65 
million annually, beginning in FY95. 


Summary of Impacts 


The impacts of the sales, property, and income tax components of this proposal, by fiscal year, are 
summarized in the following table: 


Summary of Revenue Impacts by Major Tax Source 





($ million) 
VO4 FY95 FY96_ NST: 
Sales Tax 68.75 275.00 275.00 275.00 
Income Tax 0.00 ( 28.79) (52.91) (57.03) 
Property Tax (12.50) (87.79) (87.79) (87.79) 
Net Change 56.25 158.51 134.30 130.18 


Structural Deficit Reduction 


Montana has spent more revenue than it has received for seven of the last ten years. Without new 
tax revenue, the executive budget would continue this trend, in spite of significant and meaningful 
reductions in the cost of government. Moreover, our fiscal year imbalance would continue to worsen 
in future biennia as our revenues continued to lag behind the costs of educating our children and 
providing for our poor. The tax reform proposal would correct this trend. 


As shown in the previous table, the proposal would generate about $130 million of "deficit reduction" 
revenues on a long-term basis. 
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Science and Technology Alliance Funding 

Coal trust fund revenues are appropriated to provide seed funding for the Science and Technology 
Alliance. Sales tax revenues are used to offset the loss of interest earnings to the general fund and 
foundation program on the trust from $11.75 million appropriations in each year of the biennium. 


A more complete description of this proposal is provided in the policy initiative under the Department 
of Commerce. 
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The State of Montana’s ability to finance the demands for state and local services, and the increasing 
needs for certain services, is dependent on the health of the state, national and international 
economies. These conditions affect the revenues available to provide services, the cost of their 
provision and the demand for services. 


The executive budget recommendation is based on the preliminary economic assumptions and revenue 
estimates adopted by the Revenue Oversight Committee (ROC) at its November 20, 1992, meeting in 
keeping with legislative intent. 


The following provides an overview of the assumptions for key economic variables as adopted by the 
ROC. Further explanation and reasoning will be provided in the Budget Analysis prepared by the Office 
of the Legislative Fiscal Analyst, since the ROC adopted their recommendations with only one minor 
change. 


A table showing each assumption adopted by the ROC follows this discussion. 


Personal Income -- Total personal income is the most commonly- used measure of state economic 
performance. It is designed to measure the total income of the state’s residents from wages and 
salaries; interest and dividends; rental receipts; farm income; and transfer payments. 


Key components of personal income provide insights about the size of the personal income tax base 
and the ability of the state’s residents to consume taxable services. 


The ROC assumes non-inflation adjusted personal income will grow throughout the forecast period at 
rates averaging 4.5%. Inflation adjusted personal income growth averages 0.7%. 


Total wage and salary income, the largest component of total personal income and the personal income 
tax base, is assumed to grow from calendar years 1991 to 1995 at rates averaging 5.0%. The 
projected growth between 1991 and 1992 is 4.5%, which is slightly over half the 8.5% rate reported 
for the first half of the year by the U.S. Department of Commerce. 


Employment -- Total employment is anticipated to grow throughout the forecast period. It is expected 
14,700 new non-farm jobs will be added to the state’s economy between calendar years 1992 and 
1995. 


Inflation -- Inflation indices measure the level and rate of change in the price of goods and services. 
Inflation affects revenues directly and indirectly. Direct effects result from income tax indexing and 
tax bases measured at inflation influenced prices. Indirect effects occur through its impact on spending 
levels and wage negotiations, to name a few. 


Inflation measured by the consumer price index, the most commonly cited measure of inflation, is 
projected to average 3.8%. The rate of inflation increases throughout the forecast period. Inflation 
of 3.0% is expected for calendar year 1992; increasing to over 4.1% by 1995. 


Energy Production and Prices -- Montana’s vast mineral wealth and taxes on energy resources make 
the industry an important component of the state’s revenue base. 


Oil - The state’s oil industry is assumed to have stabilized in the adopted assumptions. Oil 
production is expected to decline at an average rate of about 3.25% per year throughout the 
forecast period compared to the 8.7% average for the 1985 to 1990 period. Wellhead prices 
are assumed stable also. Average prices are anticipated to increase from $17.28 in 1992 to 
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$18.50 in 1995, as supported by industry testimony. 


Coal -- The state’s coal producers expect their production to decline in the aggregate from 1992 
to 1995. Surveys indicate an expected production decline of about 2.8 million tons between 
calendar years 1992 and 1995. Assumptions of increases in average coal prices were adopted 
by the ROC. Prices are assumed to increase from $7.64 per ton to $8.13 per ton by 1995. 


Interest Rates -- Interest rates directly affect Montana’s investment earnings from its trust funds and 


idle cash reserves. 


Average short-term interest rates are assumed to increase from 3.55% in 1992 to 5.39% in calendar 
year 1995 as the national economy recovers from the recession and the Federal Reserve becomes 
more concerned about inflation rather than monetary stimulus. Long-term interest rates, likewise, are 
assumed to increase. An 8.06% rate is assumed for 1992, increasing to 8.56% by 1995. 


Other Economic Variables -- Numerous other economic variables affect state revenues. The following 
table presents information on the preliminary assumptions adopted by the Revenue Oversight 


Committee. 


Major Economic Assumptions 
Adopted November 20, 1992 by 
Revenue Oversight Committee 


Year Assumption 


Population and Employment Assumptions 


MT Population July 1 (Millions) 

MT Population >= 16 (Millions) 

MT Population 18 - 24 (Millions) 

MT Non-Farm Employment (Thousands) 


Montana Economic Assumptions 


CY MT Personal Income (Millions) 

CY MT Net Farm Income (Millions) 

CY MT Disposable Income (Millions) 

CY MT Non-Farm Wage Income (Millions) 


Individual Income Tax Assumptions 


CY MT Non-Farm Wage & Salary Growth 
CY MT Interest/Dividend Income Growth 
CY MT Net Business Income Growth 
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FY/CY FY/CY FY/CY FY/CY 
1992 1993 1994 1995 
0.811 0.817 0.823 0.829 
0.602 0.604 0.606 0.608 
0.067 0.064 0.061 0.059 


307.300 312.400 317.400 322.000 


13,023.773 13,530.190 14,134.475 14,781.061 

492.529 496.568 500.488 503.730 
11,419.184 11,863.118 12,392.840 12,959.639 
6,322.395 6,634.740 6,987.400 7,353.865 


4.54% 4.94% 5.32% 5.24% 
-2.62% 1.95% 6.01% 7.36% 
9.20% 10.00% 10.10% 9.30% 
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Assumption 


MT Capital Gain/Loss Income Growth 


MT Rent/Roy./Partnership Income Growth 


MT All Other Income Growth 


Individual Income Tax Audits (Millions) 


Corporate Income Tax Assumptions 


CY, 


CY MT Corporate Taxable Income (Millions) 


FY 


US Corporate Profits (Billions) 


MT Corporate Tax Audits (Million) 


Inflation & Interest Rate Assumptions 


Consumer Price Index (% Change) 
Short Term Interest Rates 

Long Term Interest Rates 

TCA Blended Interest Rate 

TRANS Interest Spread 

Treasury Cash Avg. Balance (Millions) 
TRANS Issue Size (Millions) 


Permanent Trust Gains/Losses (Millions) 


Common School Trust Gains (Millions) 
Resource Ind. Trust Gains (Millions) 
Parks Trust Gains/Losses (Millions) 
Arts Trust Gains/Losses (Millions) 


Natural Resource Assumptions 


Total Oil Production (Mbbls) 
Severance Tax Oil Production (Mbbls) 
Montana Oil Price ($/Bbl) 

Total Coal Production (M Tons) 

MT Coal Price (CSP/Ton) 

Coal Tax Credits ($M) 

Total Natural Gas Production (MMCF) 
MT Natural Gas Price ($/MCF) 

Total Gas Liquids (M Gals.) 

Gas Liquids Price ($/Gal) 

Copper Production (M lbs) 

Silver Production (M ozs) 

Gold Production (M ozs) 

Lead Production (M Ibs) 

Zinc Production (M Ibs) 

Molybdenum Production (M Ibs) 
Palladium Production (M Ibs) 
Platinum Production (M ozs) 

Nickel Production (M ozs) 
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FY/CY 
1992 


1.32% 

1.32% 

3.47% 
14.077 


355.801 
741.257 
UD SIN7/ 


3.01% 
3.55% 
8.06% 
6.17% 
0.80% 
267.461 
85.000 
3.626 
2.339 
0.845 
0.000 
0.119 


18.867 
Use 
17.283 
36.850 
7.641 
3:331 
47.360 
Tp 12 
9.460 
0.175 
130.590 
5.828 
0.402 
9.620 
23.140 
9.600 
0.208 
0.062 
0.313 


FY/CY 
1993 


1.31% 

1.31% 

4.48% 
16.397 


381.124 
800.496 
8.129 


3.35% 
3.53% 
7.94% 
5.09% 
0.00% 
314.992 
135.600 
1.843 
2.203 
0.845 
0.102 
0.119 


18.278 
17.314 
17.700 
35.063 
7.866 
0.627 
47.940 
1.663 
9.576 
0.193 
126.389 
5.793 
0.415 
9.620 
23.140 
7.860 
0.206 
0.061 
0.310 


FY/CY 
1994 


1.30% 

1.30% 

5.43% 
12.000 


406.946 
861.988 
7.800 


3.93% 
4.59% 
8.26% 
4.90% 
0.00% 
200.090 
0.000 
1.843 
E7/S)L 
0.845 
0.102 
0.119 


17.756 
16.822 
18.199 
34.467 
7.932 
0.000 
48.756 
1.862 
9.739 
0.216 
136.789 
5.708 
0.421 
9.620 
23.140 
10.280 
0.206 
0.061 
0.310 


FY/CY 
1995 


1.26% 

1.26% 

4.77% 
12.000 


432.886 
922.471 
7.800 


4.11% 
5.39% 
8.56% 
5.15% 
0.00% 
194.390 
0.000 
1.843 
1.885 
0.845 
0.102 
O.119 


17.241 
16.320 
18.500 
34.067 
8.126 
0.000 
49.388 
2.079 
9.865 
0.241 
137.744 
5.748 
0.424 
9.687 
23.301 
10.352 
0.207 
0.061 
0.312 
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Assumption 


Rhodium Production (M Ibs) 
Copper Price ($/Ibs) 

Silver Price ($/oz) 

Gold Price ($/oz) 

Lead Price ($/lbs) 

Zinc Price ($/Ilbs) 
Molybdenum Price ($/Ibs) 
Palladium Price ($/oz) 
Platinum Price ($/oz) 

Nickel Price ($/Ibs) 
Rhodium Price ($/oz) 

Total Federal Forest Receipts ($M) 


Property Value Assumptions 


BY 
FY 
FY 
FA 


Total Statewide Taxable Value ($M) 
Net/Gross Proceeds Taxable Value ($M) 
All Other Taxable Value ($M) 
Statewide Vehicle Value ($M) 


Consumption Tax Assumptions 


FY 


Liquor Unit Sales (Millions) 

Wine Unit Sales (Millions) 

Liquor Cost Per Unit ($/Unit) 

Wine Cost Per Unit (S/Unit) 

Liquor Division Budget (Growth %) 
Beer Gallons (Millions) 

Wine Liters (Millions) 

Cigarette Packs (Millions) 

Tobacco Value (Million $) 

Gasoline Gallons (Millions) 

Diesel Gallons (Millions) 

Video Gaming Net Income (Million $) 
Total Lottery Sales (Million $) 
Insurance Premium Growth (%) 
Insurance Prem. Tax Credits (Million $) 
Police & Firemen Retirement (Million $) 
Telephone Taxable Income (Million $) 


Other Assumptions 


FY 


Medicaid Reimbursements (Million $) 
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FY/CY 
1992 


0.002 
0.850 
3.800 
340.000 
0.250 
0.500 
2.380 
100.000 
350.000 
4.270 
3,245.000 
36.038 


1,559.407 

20.549 
1,538.858 
2,139.656 


4.952 
0.053 
9.602 
5.798 
6.54% 
0.741 
5.075 
69.182 
9.237 
446.404 
128.272 
160.343 
27-922 
2.38% 
7ST) 
6.516 
260.803 


10.366 


FY/CY 
1993 


0.002 
0.850 
3.800 
340.000 
0.250 
0.500 
2.380 
100.000 
350.000 
4.270 
3,245.000 
46.833 


1,612.780 

19.248 
1,593-532 
2,224.442 


4.987 
0.041 
10.006 
6.177 
4.78% 
0.771 
5.013 
68.462 
Bi ey 
446.286 
130.631 
182.127 
29.268 
5.52% 
3.774 
7.073 
263.932 


11.845 


FY/CY 
1994 


0.002 
0.850 
3.800 
340.000 
0.250 
0.500 
2.380 
100.000 
350.000 
4.270 
3,245.000 
40.610 


1,640.208 

19.492 
1,620.716 
2,319.864 


5.022 
0.031 
10.244 
6.307 
3.00% 
0.790 
4.987 
67.676 
10.854 
446.229 
133.032 
200.705 
30.899 
5.52% 
4.530 
7.374 
269.739 


11.548 


FY/CY 
1995 


0.002 
0.850 
3.800 
340.000 
0.250 
0.500 
2.380 
100.000 
350.000 
4.270 
3,245.000 
47.147 


1,666.001 

19.310 
1,646.692 
2,426.280 


5.058 
0.024 
10.622 
6.577 
3.00% 
0.811 
5.023 
66.827 
12.047 
446.588 
135.478 
216.075 
32.665 
5.52% 
3.024 
7.691 
275.673 


12.039 
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An expenditure limitation statute was added to Montana’s disbursement and expenditure laws by the 
47th Legislature. This statute provides for an upper limit of total appropriations of the general fund, 
the state special revenue fund and the cash portion of the capital projects fund based on the growth 
in the personal income of the state’s residents. The law is intended to prevent state government 
expenditures from "consuming" an ever increasing portion of the income of the state’s residents. As 
will be shown in the following, the Executive Budget recommendation complies with the expenditure 
limitation. 


Three calculations are required to implement this law: 


1) The base appropriation level contained in the current biennium budget must be determined. 


2) The percentage change in total personal income must be calculated. For purposes of this 
calculation, the average personal income for the three years preceding the current biennium are 
compared to the three year average of the years preceding the next biennium. 


3) The expenditure limitation is determined by applying the personal income growth to the base 
appropriation level. Recommended appropriation levels for the next biennium are compared to the 
expenditure limitation to determine compliance with the law. 


Step 1 -- Determine Base Appropriation Level 


Base Appropriation Calculations 
1993 Biennium 


General fund, state special revenue and the 


cash portion of the capital project fund for fin Mion 

1993 biennium, less certain adjustments for | 1993 Appropriation $2,738.4 
interest payments, tax relief and Exclusions: 

governmental transfers as provided in 1 7-8- Debt Service 64.215 
105, MCA, form the base appropriation level. Transfers 91.829 
The table to the right presents this Base Expenditures $2,582.3 
calculation. 





Step 2 -- Calculate Personal Income Growth 
Data necessary to calculate personal income growth are provided below and to the right. 


Since the average total personal income 
growth for the three years preceding the 
current biennium (1988, 1989 and 1990) is 
$11.104831 billion and the average for the 


three years immediately preceding the 1995 
biennium (1990, 1991 and 1992) is 1988 10.299215 Bureau of Economic Analysis 
$1 2 468523 billion the growth in total 1989 11.306427 Bureau of Economic Analysis 
pean ees eeaeen the two periods is 1990 11.708850 Bureau of Economic Analysis 
19.98%. AcThiahaereent ee oo nite 1991 12.672947 Bureau of Economic Analysis 

si Mee SRL Sl 1992 13.023773 Revenue Oversight Committee 
on appropriation growth for the 1995 


biennium. 


Personal Income Growth 


Personal Income 
Year (Billions) Source 
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Step 3 -- Calculate the Expenditure Limit and Compare with Recommended Appropriation Level 


The final step in determining the 


Expenditure Limitation $2,899.4 


expenditure limit for the 1995 

biennium is multiplying the base Recommended Special Revenue Appropriation 1,779.5 
appropriation total calculated in step Recommended Capital Projects Appropriation (Cash) 5.8 
1 by the allowable growth figure Recommended General Fund Appropriation 1,109.2 
determined in step 2 (12.28%). This Exclusions 163.0 
yields the total amount that may be Expenditure Limitation Balance $168.0 





appropriated from the general fund, 
state special revenue fund, and cash 
portion of the capital fund during the 1995 biennium, The resultant figure -- $2,734.5 million -- is the 
maximum appropriation allowed. 


As shown in the table above and to the right, the Executive Budget recommendation is within the 
appropriation limit. 
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CURRENT LAW 
ESTIMATED ESTIMATED ESTIMATED ESTIMATED 
FISCAL FISCAL FISCAL FISCAL 
1992 1993 1994 1995 
Beginning Fund Bal 8.474 2.552 0.000 0.000 
Adjustments 0.617 1.635 
Revenues 
State Equalization 
Income Tax 92.880 100.848 94.121 96.811 
Corportation Tax 14.975 14.985 15.902 16.929 
Coal Tax 6.169 4.742 4.691 4.694 
1&l 39.616 42.144 37.756 39.288 
USO &G 21.150 22.186 22.215 22.648 
40 Mills 63.053 64.511 65.608 81.577 
Interest Earnings 0.108 0.138 0.140 0.144 
HB20 Reimb 2.341 2.341 2.341 2.341 
Miscellaneous 11.218 5.760 6.057 6.398 
Coal Trust Int 7.060 6.990 Ha 52 7.345 
Lottery 5.494 5.314 5.612 5.938 
Total State Equalization 264.065 269.959 261.595 284.113 
County Equalization 
55 Mills 85.767 88.703 90.211 112.168 
HS Tuition (0.993) (1.129) (5129) (1.129) 
Cash Reapprop 6.718 10.842 0.000 0.000 
Forest Funds 2.306 2:997 2.599 3.017 
Taylor Grazing 0.150 0.150 0.150 0.150 
Miscellaneous 21.256 27.844 28.288 27.379 
Total County Equalization 115.204 129.407 120.119 141.585 
General Fund Appropriation 12.100 19.900 0.000 0.000 
Total Available 400.460 423.454 381.714 425.698 
Expenditures 
Foundation 347.733 353.370 364.567 368.571 
Permissive GTB 30.905 30.182 32.704 33.040 
Retirement GTB 15.214 16.593 17.184 17.844 
Transportation 3.908 3.914 0.000 0.000 
Telecommunications 0.148 0.151 0.312 0.315 
Total Expenditures 397.908 404.210 414.767 419.769 
Surplus (Deficit) 2.552 19.243 (33.052) 5.929 
GOVERNOR’S PUBLIC SCHOOL PROPOSAL 
Beginning Fund Bal (33.052) 5.929 
Agricultural Land Appraisal (35.475) 
Continue Allocation Of Timber Revenues 4.000 4.000 
Capture Retirement Reserves 2.000 
Countywide School Districts 14.287 
General Fund Appropriation Required 29.052 9.259 


Increasing enrollments have significantly increased the amount of public school support provided to districts in 
FY92 through FY95 while schedules have remained constant. The table below illustrates the growth in enrollment 
projected for the 1995 biennium by the Office of Public Instruction. 
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Public School Enrollments 


Year High School Elementary Total 
1992 41,890 106,579 148,469 
1993 42,614 108,523 151,537 
1994 44,024 111,881 155,905 
1995 45,435 111,857 157,292 


The 8823 ANB added between FY92 and FY95 increase the annual cost of the foundation program by nearly $21. 
million. 


Current law revenues and expenditure estimates for public school support detailed in the table on the preceding 
page indicate a surplus of $19 million in FY93 followed by a deficit of $33 million in FY94. The revenue estimates 
are those adopted by the Revenue Oversight Committee in November with the exception of adjustments to FY92 
county equalization revenues and FY9Q3 interest and income revenues. The change to county equalization revenues 
is needed to reconcile to SBAS and OPI data. The change to interest and income revenues is to recognize timber 
revenues in FY93. 


Current law expenditures are based on the most recent enrollment estimates available from the Office of Public 
Instruction as listed in the table above. Funding for school transportation is shifted to the general fund in FY94 
and FY95 and therefore no longer appears in the equalization account. Expenditures for METNET are increased 
to $2 per ANB as part of a budget modification discussed in the budget for OPI. 


The Governor’s proposal includes the offsetting of the effects of agricultural land appraisal which had been 
scheduled to become effective in FY95. See the tax reform discussion for further details. 


Governor's Policy Initiatives 


Montana spending on public schools is high compared to other states. According to the US Bureau of Census, 
in FY89 our state and local direct expenditures on elementary and secondary education were third highest in the 


nation in relation to personal income and twelfth on a per capita basis. Preliminary indications are that our ranking 
has not fallen in FY9O. 


We are faced with lawsuits charging that: 


Foundation schedules do not reflect the cost of providing educational opportunities in rural districts in 
Montana. 


There are wide variations in taxable value per student, tax effort, and spending per student. 


The high spending level, coupled with the above complaints, indicates Montana problems with elementary and 
secondary education are more related to inefficiencies in our system and inequities in the distribution of funding 
than with the amount expended on it. For example, States In Profile shows that the number of FTE employees 
per 10,000 population in our K-12 public schools rank number one in the country, with a total of 295 per 10,000 
compared with a national average of 195 per 10,000. (Reference bibliography in Appendix) 


The executive proposal for support of schools is designed to bring about efficiencies in school administration, with 
attendant cost savings, while improving equalization. This proposal includes parts which are designed to make 
public school education more efficient, improve currently achieved equalization levels, reduce taxpayer dollars held 
in reserves or fund balances, and increase funds available for school support. The major pieces are: 


* combination of all elementary districts within a high school district to generate administrative savings 
and to provide consistent student preparation for high school. 


* creation of countywide districts to generate further administrative savings while improving equalization 
of school spending and taxing levels. 
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¢ recombining the retirement fund of the district with the general fund to promote equalization, remove 
incentives for expansion of retirement benefits, and capture reserves held in retirement funds. 


¢ require extracurricular activities, which are not a part of a basic education, not be financed from the 
general fund of the school district but through the extracurricular fund to improve equalization and the 
accountability for these non- educational activities. 


® maintain the current budget caps of 104% of previous years budget or 135% of foundation amounts 
to prevent erosion of equalization gains. (Adjustments will be made for the inclusion of retirement in the 
districts general fund budget.) 


¢ continue the allocation of timber sale revenues to the school equalization account. 


Countywide School Districts 

It is recommended that the current 527 school districts be reduced to 56 administrative and taxing units. Montana 
school districts spend nearly $30 million per year because they cannot operate efficiently due to low enrollments. 
Of this amount, $25 million is state foundation and GTB aid. 


Savings can be generated by consolidating the administration functions of separate schools. The source of savings 
in an administration consolidation can occur through the sharing of superintendents, business offices, principals, 
counselors, librarians, attendance and secretarial staff, and to a very limited degree teachers. Accreditation 
standards require districts to have superintendents and principals. Establishing countywide districts will allow 
these individuals to serve larger numbers of students and reduce the administrative costs of schools. Currently 
the highest percentages of budget going to administration and the highest costs per ANB for administration are 
in the smallest districts in spite of the well-discussed issue of high salaries paid to administration officials in larger 
districts. 


Median administrative costs per ANB of elementary and high school districts of varying sizes, as listed in the table 
below, show declines as schools become larger and administrative staff/student ratios become more efficient. 
This reduction of cost occurs in spite of increases in average salary of principals and superintendents in larger 
schools. Salaries in FY92 for superintendents in districts over 2400 ANB were over 80% higher than in districts 
under 100 ANB, for school principals the difference was 26% at the elementary level and 64% at the high school 
level. 


Median Administrative Costs per ANB 


Level/ANB Size Median cost/ANB 
Elementary 
Under 100 $ 500 
100-300 473 
Over 300 385 
High School 
Under 100 1163 
100-300 669 
300-600 488 
Over 600 443 


Countywide combination of all elementary and high school districts would result in 56 districts, many of whom 
would likely operate several high schools. The calculation of cost savings to the state is based upon aggregation 
of elementary district enrollments. The savings in administration should easily justify this reduction. 


Over $6 million of the state savings is due to reduction in the cost of GTB aid, the majority of which is due to the 
broadening of the tax base at the new countywide district level. 
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Combination and Consolidation Annual Savings 


(millions) 
Foundation Savings $ 7.69 
GTB Savings 6.60 
Total $14.29 


The creation of countywide districts significantly improves equalization because "poor" and "rich" districts are 
joined within the county. 


Recombine Retirement Fund with General Fund 

The current system of making retirement fully supported at the county level does not encourage districts to make 
decisions about retirement incentives and early retirement frugally. Higher retirement costs neither require the 
district to ask for increased levies nor to use its available budget authority (104% cap) to fund increased costs-- 
they are merely passed on at the county level through a mandatory levy with GTB assistance. 


Equalization of retirement costs at the county level can result in "reverse equalization" as taxpayers in low- 
spending districts share in the retirement costs of high-spending districts. 


The combination of retirement funds with general fund will eliminate the need for separate reserves now being 
held in retirement funds. Retirement fund reserves totaled nearly $15 million in school year 1992. These reserves 
are currently limited to 35% of the budget. Approximately 25% of the retirement budget is financed by state GTB 
subsidies; therefore, the state GTB savings from required expenditure of retirement reserves would be up to $4 
million if reserves were eliminated entirely. The current 10% reserve limit on the general fund would generate 
approximately $2 million for the state. In both cases, the savings would be one time. 


Additional savings may accrue to the state by recombining the retirement fund. Currently, retirement costs relating 
to federal programs, food services, extracurricular activities, and transportation are included and subsidized by the 
state through the GTB. If these costs were charged to the fund which pays the employee they would not be 
subsidized by the state. 


Eliminating Costs Not a Part of Accreditation Standards 

In FY91, district general fund budgets included $16.5 million for extracurricular activities which are not a part of 
education required by the accreditation standards or for a basic quality education. It is recommended to eliminate 
inclusion of these costs in the general fund and to shift them to the currently-established extracurricular fund. This 
would exclude these costs from calculations of equalization levels. 


It is recommended that a voted levy be established for the extracurricular fund. In this manner, these costs will 
become the subject of increased voter scrutiny. There is no proposed reduction in foundation schedules to 
recognize the removal of these $16.5 million in costs from the general fund. 


Maintain the Current Budget Caps 

The budget proposes to keep in place the current general fund budget caps of 104% of the previous years or 
135% of the district's foundation amount. The budget cap is needed to prevent the disequalizing effects of 
districts which have the voter support or resources from significantly expanding their budget. It appears that the 
courts have determined it is the state’s obligation to provide for and maintain equalization. If the state allows high- 
spending districts to expand their budgets excessively, the state will inevitably be faced with the requirement to 
help low-spending districts catch up. 


Continue Deposit of Timber Revenues to Equalization Account 

In the January 1992 special legislative session, timber revenues which were previously allocated to the permanent 
school trust fund were reallocated to the school equalization account. The United States Congress recognized 
timber as a renewable resource and amended the Enabling Act in 1967 to reflect this change in view. Asa 
renewable resource, the current revenues from sales could be expended rather than held in trust. The legislature 
accepted the congressional amendment, but only made the allocation of the revenues to the equalization account 
effective through the end of FY93. Legislation will be introduced to continue the allocation. 
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The executive pay proposal is to increase the state contribution to employee group insurance by $20 
per month in each year of the biennium. This increase will absorb most of the increased costs of 
employee insurance during the next two years. The cost of this proposal is $3.64 million in FY94 and 
$7.29 million in FY95. The general fund share is $1.65 million in FY94 and $3.35 million in FY95. 


The state group insurance program provides state employees and their dependents medical, dental, and 
life insurance. State law requires that state retirees be allowed to participate in the state insurance 
program. In addition, federal law, the Consolidated Omnibus Budget Reconciliation Act (COBRA), 
mandates that coverage under the state insurance program be provided to certain other individuals 
such as terminated employees, former employees who voluntarily terminated their employment, 
employee’s former dependents who are now adults, employee’s former spouses and former employee’s 
dependents. The length of time that coverage is mandated under COBRA is generally eighteen months, 
but may be up to thirty-six months. 


The state contribution to pay for these benefits is considered part of pay and is negotiated as such. 
The following table lists the state contribution level since FY78 and the proposed contribution levels 
for FY92 and FY93. 


State Contribution History 


Monthly Annual 
Fiscal Year Contribution Contribution 
1978 $20 $240 
1979 $30 $360 
1980 $50 $600 
1981 $60 $920 
1982 $70 $840 
1983 $80 $960 
1984 $90 $1,080 
1985 $100 $1,200 
1986 $105 $1,260 
1987 $115 $1,380 
1988 $115 $1,380 
1989 $115 $1,380 
1990 $130 $1,560 
1991 $150 $1,800 
1992 $170 $2,040 
1993 $190 $2,280 
*1994 $210 $2,520 
*1994 $230 $2,760 


*Proposed State Contribution rates 


Prior to 1979, individual agencies were allowed to provide their own health insurance plans. These 
plans had varying costs and benefit levels. Beginning April, 1979, the state adopted unified health 
coverage and purchased insurance from private carriers. In FY81, the state began limited self- 
insurance with a "minimum premium plan". That plan allowed the state to build up cash reserves and 
start full self-insurance in FY83. 


The state contribution and/or employee premium levels must be increased in the coming biennium to 


maintain the plan on an actuarially sound basis. As of September 1, 1992, there was an unallocated 
reserve in the insurance fund of less than $3 million. This reserve will not allow current benefit levels 
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to continue through the next biennium without an increase in revenues into the plan. In addition to 
the proposed increase in state contribution levels, a combination of cost containment and/or increased 
cost sharing for employees will likely have to be implemented during FY94-95 to maintain the plan on 
an actuarially sound basis. 


The following table shows the group insurance program actual income, expenditures, operating excess 
or (loss), total reserve, required reserve, and unallocated reserve since September of 1991 and the 
projections for plan years 93, 94 and 95. The required reserve is the amount of reserve that is 
allocated for claims that have been incurred by plan members but not yet submitted for payment and 
for claims fluctuation. The projections for FY94 and FY95 include the proposed increase in the state 
contribution, but do not include any cost containment measures, benefit reductions, or increased cost 
sharing for employees. A combination of these measures must be adopted to reduce the projected plan 
losses and maintain the plan on an actuarially sound basis. 


Self-Insured Group Health Insurance Program 
Income and Expenses 











(millions) 

Actual Actual - - - Projected - - - - 
Plan Year 90-91 91-92 92-93 93-94 94-95 
Operations 
Income $28.197 $32.488 $35.966 $39.857 $43.809 
Expenses 28.269 31.492 35.066 39.400 44.884 
Excess (Loss) $( .071) $_.996 $_ .900 $ .457 ($1.075) 
Reserves 
Year End Balance 10.753 11.649 12.550 13.007 11.932 
Required Reserve VV 8.860 9.853 11.155 12.803 
Unalloc Reserve 2.682 2.789 2.696 1.853 ( .871) 
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The Executive Budget reflects the Governor’s commitment to reducing the size of state government. 
The recommended FTE levels for state government in FY94 and FY95 are 87.47 FTE below and 51.06 
FTE above the current FY93 FTE levels. 


The table below illustrates the change in FTE for the agencies under the control of the executive, the 
legislative branch, elected officials (excluding the governor), the university system, and the state 
mutual compensation insurance fund. For all agencies reporting to the Governor, the recommended 
FTE levels in FY94 and FY95 are respectively 81.18 FTE below and 58.68 FTE above the current FY93 
levels for those same agencies. The reductions recommended are possible because of executive 
initiatives including internal restructuring, reorganizations, operating efficiencies, and program 
reductions. The increase in FY95 is due primarily to the addition of staff for men’s and women’s 
corrections where the governor’s initiatives add 114.8 FTE in FY94 and 176.67 FTE in FY95. 


FULL-TIME EQUIVALENT (FTE) COMPARISONS 


to: 
FY 92 FY 93 FY 94 FY 95 
Agency Actual Actual* Recommend Recommend FY 94 


University System 3,728.74 3,766.93 3,769.93 
State Fund | 2260 | 21790 | 2240 | 227.50 | a6 | 200 | 


The table on the following page details the actual FY92 and current FY93 FTE levels along with 
recommended FTE levels for FY94 and FY95 by agency. 
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Office of Budget and Program Planning 


Comparison of FTE Levels - FY 93 with 95 Biennium Recommendations 


Governor's Executive Budget Recommendation 


FY92 FY93 FY94 FY95 
Agency Actual Actual* Recomm Recomm 
Legislative Auditor 67.50 67.50 63.50 63.50 
Legislative Fiscal Analyst 17.50 18.00 17.00 17.00 
Legislative Council 45.70 55.70 42.97 48.14 
Environmental Quality Council 7.00 7.00 7.00 7.00 
Consumer Council 4.25 4.85 5.25 5.25 
Judiciary 93.50 94.00 92.50 92.50 
Chiropractic Legal Panel 0.00 0.00 0.00 0.00 
Governor's Office 59.50 58.50 60.00 60.50 
Secretary of State’s Office 35.25 35.25 35.25 35.25 
Commissioner of Pol Practice 3.25 3.25 3.25 2.25 
State Auditor's Office 70.00 71.00 67.67 67.67 
Office of Public Instruction 145.36 140.23 143.73 143.73 
Billings Vo-Tech 42.80 42.80 42.48 42.48 
Butte Vo-Tech 38.65 39.52 38.65 38.65 
Great Falls Vo-Tech 57.30 57.30 57.46 57.46 
Helena Vo-Tech 60.00 60.00 56.64 56.64 
Missoula Vo-Tech 63.28 63.28 61.64 61.64 
Crime Control Division 19.00 18.00 18.00 18.00 
Highway Traffic Safety 8.50 8.50 8.50 8.50 | 
Department of Justice 659.42 655.92 626.50 614.00 
Public Service Regulation 47.00 47.00 44.00 44.00 
Board of Public Ed 4.00 4.00 4.00 4.00 
Commissioner of Higher Ed 73.15 69.38 83.45 86.45 
University of Montana 1033.03 1033.44 1029.89 1029.89 
Montana State University 1097.31 1086.56 1097.57 1097.57 
Montana Coll Min Sc & Tech 235.42 235.42 233.20 23322 
Eastern Montana College 342.20 326.60 358.97 358.97 
Northern Montana College 201.55 201.55 196.42 196.42 
Western Montana College 125.24 125.24 119.30 119.3 
Ag Experiment Station 275.88 253.26 258.40 258.4 
Cooperative Extension Service 117.83 118.65 117.83 117.83 
Forestry & Cons Exper Station 15.65 15.65 15.03 15.03 
School for the Deaf & Blind 85.38 85.38 84.60 84.60 
Montana Arts Council 8.97 8.97 9.97 9.97 
Library Commission 38.22 37.20 29.50 29.50 
Montana Council on Vo-Ed 2.50 2.50 2.50 2.50 
Historical Society 50.64 51.64 51.88 51.88 
Fire Services Training 5.22 5.44 5.44 5.44 
Dept of Fish, Wildlife & Parks 601.63 599.30 562.01 560.43 
Dept of Health & Env Sciences 411.64 422.54 431.09 432.64 
Dept of Highways 2,004.77 2,020.07 2,005.62 2,005.62 
Dept of State Lands 362.01 372.03 366.25 366.84 
Dept of Livestock 123.71 119.71 124.71 126.21 
Dept of Natural Resource & Con 267.70 267.70 250.42 249.92 
Dept of Revenue 771.05 776.21 780.39 780.39 
Dept of Administration 320.64 326.64 320.99 324.99 
State Fund 222.50 217.90 224.50 227.50 
Public Employee Retirement Bd 20.00 20.00 21.00 21.00 
Teachers Retirement Board 11.50 11.50 11.50 11.50 
Dept of Agriculture 102.95 102.00 98.09 96.76 
Dept of Correct & Human Svcs 2,088.46 2,057.64 2,053.81 2,188.69 
Dept of Commerce 332.74 340.52 334.31 335.31 
Labor & Industry 680.75 670.43 650.10 650.10 
Adjutant General 99.85 103.25 105.25 104.50 
Dept of Social & Rehab Serv 910.90 918.15 921.40 921.40 
Dept of Family Services 601.60 587.60 603.18 603.18 
Total 15,191.44 15,142.03 15,054.56 15,193.0 


* Actual FTE from all sources as of 10/16/92 
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Change from FY93 to: 


FY94 
(4.00) 
(1.00) 
(12.73) 
0.00 
0.40 
(1.50) 
0.00 
1.50 
0.00 
0.00 
(3.33) 
3.50 
(0.41) 
(0.87) 
0.16 
(3.36) 
(1.64) 
0.00 
0.00 
(29.42) 
(3.00) 
0.00 
14.07 
(3.55) 
11.01 
(2.22) 
32537 
(5.13) 
(5.94) 
5.14 
(0.82) 
(0.62) 
(0.78) 
1.00 
(7.79) 
0.00 
0.24 
0.00 
(37.38) 
8.55 
(14.45) 
(5.78) 
5.00 
(17.28) 
4.18 
(5.65) 
6.60 
1.00 
0.00 
(4.00) 
(3.83) 
(6.21) 
(20.33) 
2.00 
3.25 
15.58 
(87.47) 


FY95 
(4.00) 
(1.00) 
(7.56) 
0.00 
0.40 
(1.50) 
0.00 
2.00 
0,00 
0.00 
(3.33) 
3.50 
(0.41) 
(0.87) 
0.16 
(3.36) 
(1.64) 
0.00 
0.00 
(41.92) 
(3.00) 
0.00 
17.07 
(3.55) 
11.01 
(2.22) 
32.37 
(5.13) 
(5.94) 
5.14 
(0.82) 
(0.62) 
(0.78) 
1.00 
(7.79) 
0.00 
0.24 
0.00 
(38.96) 
10.10 
(14.45) 
(5.19) 
6.50 
(17.78) 
4.18 
(1.65) 
9.60 
1.00 
0.00 
(5.33) 
131.05 
(5.21) 
(20.33) 
1.25 
3.25 
15.58 
51.06 
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The executive budget recommends $22,329,931 of general fund supplemental appropriations in FY93. 
All supplemental requests are described below by appropriations subcommittee and summarized on the 
table which follows this narrative. All recommendations are contained in HB3 requested by the OBPP, 
except that special litigation costs for the Department of Justice are recommended in separate HB13 
to enable immediate consideration of this item. 


General Government and Transportation - Section A 


Judiciary 
Law Library: General fund - $37,712 for online database legal research conducted by other agencies 
and entities, offset by fees deposited to the general fund. 


State Auditor 
Warrant Writing System: General fund - $155,000 for the costs of mailing state warrants, comprised 
of the $57,000 appropriation transfer from FY93 to FY92 and the $98,000 FY93 shortfall. 


Department of Justice 

Legal Services: General fund - $1,099,500 for special litigation costs of (a) two school funding, (b) 
Crow coal, and (c) Blackfeet suits. Due to severe cash flow needs, this supplemental is included in 
a separate bill to enable immediate legislative consideration, prior to the customary timetable for HB3 
action. 


County Attorney Payroll: General fund - $35,000 for salaries and benefits which are determined by 
county commissioners, but paid by the department, and which required an appropriation transfer of 
$95,000 from FY93 to meet FY92 obligations. 


Transportation of Prisoners: General fund - $150,000 to reimburse valid county costs, as required by 
statute, based on both FY93 underfunding and transfer of $65,000 from FY93 to FY92 to meet 
obligations last year. 


Highway Patrol Retirement: State special revenue highway account -$280,000 due to HB77, passed 
by the 1991 regular session, which increased the employer’s share of this retirement system by 9.53% 
and is projected to cost nearly $560,000 in FY93. 


Highway Patrol Prisoner Costs: State special revenue highway account - $383,000 due to legislation 
passed by the 1991 regular session which removed the fixed rate for incarceration in local detention 
centers and allows counties to identify and bill their costs, including capital construction and 
depreciation. 


Department of Transportation 

Motor Pool: Proprietary fund - $593,500 to replace 53 vehicles in order to maintain the current level 
fleet at 197 units, with a request turndown rate of 14% and denial of more than 30 lease requests. 
Increased usage is resulting from cost-savings measures by state agencies which prohibit 
reimbursement for most, more expensive personal car mileage. 


Department of Revenue 
Property Assessment: General fund.- $910,000 for costs of statewide reappraisal which required a 
$910,000 appropriation transfer from FY93 to FY92. 


Income Tax Division: General fund - $19,217 for the staff overtime required to complete the 1991 


EXECUTIVE BUDGET SUMMARY - S29 


Supplemental Requests 


individual income tax tape and provide a copy to the Legislative Fiscal Analyst, as requested by the 
Revenue Oversight Committee. 


State Compensation Mutual Insurance Fund 
Compensation and Medical Benefits: Proprietary fund - $18,741,000 for projected benefits payments, 
which can vary significantly and, therefore, the request may be adjusted during session. 


Department of Military Affairs 

Disaster and Emergency Services: General fund - $8,000 for outside legal counsel required because 
the agency does not have a staff attorney to handle suits and federal agreements preclude use of 
federal revenue for this purpose. 


Air National Guard: General fund - $14,352 for three legal actions, two of which are being handled 
by Dept. of Justice Agency Legal Services, but none of which can be paid for with federal revenue. 


Veterans Affairs Division: General fund - $1,800 for office space in Butte at $200 per month due to 
closure of the rent-free office on October 1, 1992. 


Human Services - Section B 


Department of Health and Environmental Sciences 
Water Quality Bureau: General fund - $145,962 for dramatic increases in subdivision activity which 
result in application fees deposited to the general fund, with the appropriation contingent upon deposit 
of dollar-for-dollar fee revenue to the general fund. 


Department of Labor and Industry 

Employment Relations Division: Proprietary fund - $125,000 for benefit payments from the subsequent 
injury fund and the uninsured employer fund, for which the department is requesting statutory 
appropriation authority beginning in FY94. 


Department of Social and Rehabilitation Services 
TEAMS: General fund - $175,000 and matching federal special revenue - $325,000 for fully 
operational computer processing costs. 


Support Services Division: General fund - $77,279, state special revenue - $26,971, and federal 
special revenue - $92,750 for department postage due primarily to expanding federal notification 
requirements. 


MEDS Contract: General fund - $65,000 and federal special revenue - $65,000 to provide the 
independent disability determination reviews for medically needy persons applying for Medicaid and 
for state medical clients who may be eligible for Medicaid, thereby reducing general fund expenses. 


Nurse Aide Registry: General fund - $82,721 and federal special revenue - $82,721 to pay the 
Department of Health and Environmental Services for costs related to nurse aide certification, registry 
and abuse investigation which are federally-mandated functions (OBRA87). 


AFDC Benefits: General fund - $1,069,723, state special revenue - $29,897, and federal special 
revenue - $1,064,177 due to a projected caseload of 11,474 per month compared with the 10,904 
average caseload budgeted. 


General Assistance Benefits: General fund - $368,072 due to a projected caseload of 1,080 per month 
compared with the 979 average caseload budgeted. 
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Medicaid Primary Care: General fund - $8,415,196, state special revenue - $1,638,000, and federal 
special revenue - $18,900,058 due to a budgeted inflation factor of 10% from the FY91 base to FY92 
compared with an actual increase of 15%, plus a budgeted factor of 5% from FY92 to FY93 compared 
with a projected rate of 17%, offset by $4.4 million in savings from the PASSPORT Program and other 
adjustments. 


FY92 Primary Care Accrual: General fund - $1,008,795 and federal special revenue - $2,604,779 due 
to unforseen increase in medical primary care costs attributable to FY92 services provided. 


Day Care: General fund - $84,585 and federal special revenue - $145,543 due to a 10% increase in 
days of care provided, resulting from about a 60% increase in JOBS and AFDC transitional-related 
service, partially offset by a limit on slots for AFDC training-self-initiated day care implemented in 
FY93. 


Vocational Rehabilitation Services: General fund - $71,219 and federal special revenue - $(71,219) 
due to a new federal matching rate of 78.8% replacing the prior 80% rate effective October 1, 1992, - 
and to federal elimination of two-tier calculation for Section 110 expenditures. 


Department of Family Services 

Pine Hills School: General fund - $189,244 comprised of school trust interest and income shortfall of 
$17,751 in FY92 and $36,217 in FY93, plus fewer federal boarders for revenue shortfall of $47,276 
in FY92 and no federal boarders for shortfall of $88,000 in FY93. 


Mountain View School: General fund - $15,000 due to no federal boarders in FY93. 


Foster Care: General fund - $1,218,171 due to increasing caseloads over those estimated during the 
1991 regular session. 


In-Patient Youth Psychiatric Services: General fund - $1,437,411 for Medicaid match [in SRS] for 
costs comprised of $282,901 for FY92 shortfall and $1,154,510 for the projected FY93 shortfall due 
to the unanticipated increase in utilization of the Medicaid program. 


Residential Youth Psychiatric Services: General fund - $379,252 due to the projected opening of 
Shodair and the unanticipated increase in utilization of services. 


Natural Resources and Commerce - Section C 


Department of Fish, Wildlife and Parks 
Enforcement Division: State special revenue - $64,000 for termination costs of five retiring wardens, 
which can not be absorbed without reducing remaining enforcement. 


Department of State Lands 

Fire Suppression: General fund - $1,303,097 for the $248,558 appropriation transfer from FY93 to 
FY92, the cost of fires for the summer and fall of 1992, the cost of federal assistance on state fires, 
and the estimated cost of 1993 spring fires, less the $1 million appropriated for fire suppression during 
the July special session. Because the federal assistance is preliminary and spring fires are estimated, 
the request may be adjusted during session. 


Department of Livestock 


Meat and Poultry Inspection: General fund - $105,512 and federal special revenue - $105,512 to 
continue the services authorized by the Governor and the Legislative Finance Committee in FY92. 
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Corrections and Cultural Education - Section D 


Department of Corrections and Human Services 

Corrections: General fund - $1,031,695 including $703,500 for medical costs which exceeded 
projections, $281,400 for food and other variable costs of an average daily inmate population of 1,303 
which is 168 higher than budgeted, and $46,795 for partial recovery of the $122,795 appropriation 
transfer from FY93 to FY92. 


Workers Compensation: General fund - $2,538,543 for the rate increase received by the department 
following the July special session, which could not be absorbed due to vacancy savings, earlier budget 
reductions and court-mandated services requirements. 


K-12 Education and Higher Education - Section E 


Board of Public Education 

Legal Fees and Court Costs: General fund - $40,813 comprised of $7,702 for the FY93 transfer to 
FY92, $10,311 for the Associated Press lawsuit and $22,800 for the school funding lawsuit, MREA 
underfunded lawsuit and hearing examiners. 


Commissioner of Higher Education 
Student Assistance: General fund - $11,617 for the WICHE (Western Interstate Commission for Higher 


Education) student exchange contract due to final costs exceeding projections used in the July special 
session. 


Montana School for the Deaf and the Blind 


Workers Compensation: General fund - $13,043 for a maintenance and kitchen staff rate increase 
from 7.9% to 16.96% in FY93. 


Sign Language Interpreters: General fund - $52,400 due to increase in the number and diversity of 
deaf students taking classes in the Great Falls public schools requiring and increase from 7.00 FTE 
interpreters to 9.50 FTE interpreters. 


Summary of Recommended 
Supplemental Appropriations 
Fiscal Year 1993 


Code Agency General Fund State Special Federal Spec Propr TOTAL 
Judiciary $37,712 $0 $0 $O $37,712 
State Auditor 155,000 (0) (0) (0) 155,000 
Dept of Justice 1,284,500 663,000 (0) 0 1,947,500 
Dept of Transportation 0 (0) 0 593,500 593,500 
Dept of Revenue 929,217 (@) O (0) 929,217 
State Fund (0) 0 10) 18,741,000 18,741,000 
Dept of Military Affairs 24,152 (¢) (0) 10) 24,152 
Section A Subtotal $2,430,581 $663,000 $0 $19,334,500 $22,428,081 
Dept Health & Env Sci $145,962 $0 $O $O $145,962 
Dept of Labor & Industry (0) 0 1@) 125,000 125,000 
Dept of SRS 11,417,590 1,694,868 23,208,809 0 36,321,267 
Dept of Family Serv 3,239,078 0 oO (@) 3,239,078 
Section B Subtotal $14,802,630 $1,694,868 $23,208,809 $125,000 $39,831,307 
Dept of Fish, Wildlife & Parks (0) 64,000 (0) (0) 64,000 
Dept of State Lands 1,303,097 0 (0) (0) 1,303,097 
Dept of Livestock 105,512 (@) 105,512 (@) 211,024 
Section C Subtotal $1,408,609 $64,000 $105,512 $0 $1,578,121 
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Code Agency 


Dept of Corrections 
& HS: Sec D 


Board of Public Ed 
Comm Higher Ed 
School for Deaf & Blind 
Section E Subtotal 


TOTAL SUPPLEMENTALS 
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General Fund 


$3,570,238 


$40,813 
11,617 
65,443 
$117,873 


$22,329,931 


State Special 


$0 


$2,421,868 


Federal Spec 


$0 


$23,314,321 


Propr 


$19,459,500 


TOTAL 


$3,570,238 


$40,813 
11,617 
65,443 
$117,873 


$67,525,620 
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The Grade Change Report is in compliance with Section 17-7-123, MCA, which requires a report of 
pay grade changes that have occurred during the 1993 biennium. The report covers positions under 
the pay schedules adopted in Section 2-18-303, MCA. Positions exempt from these pay schedules 
are not included. The report includes data on the cost of the grade change and a reason for the grade 
change. The changes are from the period July 1, 1991 through July 10, 1992 


Only summary tables are included in this budget document. A detail list of positions that have changed 
is available from the Office of Budget and Program Planning and the Legislative Fiscal Analyst. 


The narrative below explains how to interpret the data in the report. The data for the Grade Change 
Report was compiled by the Classification Bureau, State Personnel Division, Department of 
Administration. 


COSTS 


The cost associated with each grade change was calculated using the FY 93 pay schedules established 
in Section 2-18-303, MCA. The cost of grade changes was calculated based only on the change in 
grade and is not related to incumbents or whether the position was vacant during part of the reporting 
period. To insure uniformity all calculations were based upon the annual rate for the grade at the 
market rate in the pay schedule. The grade change was assumed to be effective at the beginning of 
each fiscal year. FTE information for each university system position is not readily available so they 
were all calculated on the assumption that each position is equal to 1.00 FTE. 


Because of the methods of calculation and assumptions used the cost is not a true cost for the 1993 
biennium. The effect of the grade change reflects the annual increase or decrease for each position 
for FY 94 and FY 95 provided there are no further grade changes. 


REASONS FOR GRADE CHANGES 


Grade changes are reported by the reason for the change. The explanation of reasons for grade 
changes are divided into three categories: agency management initiated; Classification Bureau initiated; 
and employee appeals. 


To understand why grade changes occur, it is necessary to explain some of the basics of how the 
classification system works. One of the reasons for a classification system is to determine how an 
employee should be compensated for performing the work assigned to a position. Specific criteria such 
as complexity of work, accountability and responsibility are used to group positions into classes and 
to rank classes in a grade hierarchy from one to twenty-five. 


The classifications of positions can and do change. There are two major reason why there is change: 
the assigned duties and responsibilities are changed or it is determined that the position was originally 
incorrectly classified. 


AGENCY MANAGEMENT INITIATED ACTIONS 


An agency can initiate an action to reclassify a position at anytime. These actions originate when an 
agency changes the duties and responsibilities of a position. Duties change because of reorganizations, 
changes in programs, changes in equipment, reductions in force and other related reasons. Usually 
when such a change occurs the resulting grade change is one or two grades within the same or similar 
class series. Some changes to positions result when the agency wants to use the position for a 
completely different purpose. An example of this is changing a clerical position into a lawyer position. 


Many grade changes occur due to the administration of a class series career ladder. Some class series 
are administered in such a way that as a new employee gains experience and training, duties and 
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responsibilities change. This results in the position being upgraded. This also works in reverse; when 
a upper level position becomes vacant, it is downgraded and filled at the entry level. Examples include 
Civil Engineers in the Department of Transportation, Information Systems Specialists, Bank Examiners 
and Data Entry Operators. The Highway Patro! Officer series and Teachers also are administered in 
a similar manner, except that the salient requirements to advance to a higher level are the results of 
collective bargaining. 


In initiating reclassification actions, agencies are required to document the duties and responsibilities 
of a position on a Position Description form, provide justification and make a recommendation on what 
kind of change is wanted. Except for some delegated actions, the Classification Bureau staff in the 
State Personnel Division reviews agency requests to insure that they meet classification criteria and 
approves all classification actions. 


CLASSIFICATION BUREAU INITIATED ACTIONS 


MCA 2-18-203 provides that the Department of Administration shall continuously review all positions 
on a regular basis. On an ongoing basis, reviews are conducted in order to rewrite class specifications, 
to make changes and improvements in methodology, and to address problems in the administration of 
a particular class. Changes in positions result when it is determined that a position is in the wrong 
class or the grade of an entire class should be changed. The Bureau also initiates reviews as a result 
of changes made through the appeals process. Occasionally a decision made in the appeals process 
has a "domino effect" on other positions. 


Reviews conducted by the Bureau can be viewed as an audit function that is important to insure (1) 
the integrity of the classification system and (2) that agencies are administering the system correctly. 
Typically, when the Bureau initiates a change, agencies are consulted and arrangements are made so 
that they can plan for and absorb the impact. 


APPEALS 


An employee Can initiate an action to change his/her classification by filing an appeal. The appeals 
process is administered by the Board of Personnel Appeals (BPA). The law allows employees to appeal 
the allocation of their position to a class. The grade of the class is not appealable (2-18-203, MCA). 


When an appeal is filed the decision to change a position is made by the Classification Bureau (step 
Ill) or by the BPA (step IV of the appeals process). When the BPA upgrades a position they are 
disagreeing with the Classification Bureau. 


SUMMARY 
The explanation for each grade change is shown in the report as follows: 


A. Agency Management Initiated Changes 
1. Change in duties due to reorganizations, program changes, reduction in force, equipment 
changes, etc. 
Different use of an FTE. 
Administration of class series career ladders. 
Administration of collective bargaining agreements 
Other (correct errors, pay exceptions, etc) 


se Prd be 


B. Classification Bureau Initiated Changes. 
1. Class series reviews and revision in classification methods. 
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2. Other (follow through on appeals, correct errors, etc) 


C. Appeals 
1. Changes made by the classification Bureau at Step Ill. 
2. Changes made by the BPA at Step IV. 


The following tables summarize the grade changes. 


Table 1: Agency summary of number of grade changes and changes as a percentage of FTE for the 
93 biennium. 


Table 2: Statewide summary of number of grade changes by reason for the 93 biennium. 
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Summary of Changes by Reason 
Upgrades Downgrades 
93 Biennium 93 Biennium 
1. Changes In Duties 71.19% 76 42.0% 
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3. Career Ladder 12.00% 24.9% 
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Current Level Base Starting Point 


Numerous adjustments to the FY92 actual expenditures were made in all agencies to arrive at the 
current level base for the 1995 biennium. The adjustments are discussed below. 


Personal Services 

Personal services were budgeted based on incumbent data as of the payroll period ending June 26, 
1992, and include all grade changes approved by the Personnel Division of the Department of 
Administration through October 1, 1992. For budgeting purposes it is assumed any additional 
increases will be offset by staff turnover and replacement staff hired at a lower entry level. 


Workers’ Compensation and Unemployment Insurance rates vary from agency to agency. Each agency 
has a different rate based on its own experience. FY93 rates were adjusted to projected FY94 and 
FY95 levels based on advice provided by representatives of the State Mutual Insurance Compensation 
Fund and the Department of Labor and Industry, respectively. Since providing that advice, the state 
fund has increased rates 5% for FY93 and indicated its intention to adopt additional increases for FY94 
and FY95. By mutual agreement with the Office of the Legislative Fiscal Analyst, these additional 
increases are not added to current level. Because the administration does not support vacancy savings 
and vacancy savings is not recommended, for budgeting purposes it is assumed agencies will mitigate 
these increases through staff turnover savings. 


The employers contribution for retirement systems were altered for the biennium when appropriate. 
The rate for the Public Employees Retirement System (PERS) is increased from 6.417% for FY92 and 
6.55% for FY93 to 6.7% for FY94 and FY95. The rate for the Teachers Retirement System (TRS) is 
not scheduled to increase and was maintained at 7.459%. The health insurance contribution was 
funded at $190 per month per employee. 


During the 1993 biennium, there was significant impact on personal services costs from the federal 
Fair Labor Standards Act of 1938 (FLSA) and the 1985 U.S. Supreme Court decision that all public 
employees are subject to the overtime provisions, which means they must be compensated at a rate 
1.5 times the regular hourly rate for hours worked in excess of 40 hours per week. In 1990, the Ninth 
Circuit District Court of Appeals held that employees who have their salaries docked for absences of 
less than one day are not "salaried employees", are not exempt from FLSA, and must be paid overtime 
pay for hours worked in excess of 40 (Abshire v. Kern County). 


When four lawsuits related to these issues were filed against the state affecting at least nine 
departments, almost all agencies internally reviewed the designation of positions with respect to 
provisions of the FLSA. In most instances, a majority of agency positions were reclassified from 
exempt from payment of overtime to nonexempt, that is, subject to overtime provisions. At least 
seven agencies negotiated voluntary payouts to employees for up to two years of back overtime wages 
for employees reclassified from exempt to nonexempt: DFS, FWP, DOT, Justice, DOC, DNRC and the 
Historical Society. For budgeting purposes, FY92 actual overtime compensation was used in most 
instances. It is assumed that fewer hours of overtime will be authorized for employees receiving 
overtime compensation and that agencies will manage additional overtime costs through staff turnover 
savings and other management decisions. 


Vacancy savings is not applied in the executive budget. There are 2,088 hours in FY94 and in FY95. 
Personal services are fully funded based on these factors and include the final 20 cents per hour 
authorized for January 1, 1993. 
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Inflation 

A general, across-the-board inflation factor was not applied to agency budgets for the 1995 biennium. 
Instead, selected expenditure items were inflated. The table below lists the expenditure items that 
were adjusted and the rate of inflation/deflation that was applied to the FY92 actual expenditures. 


INFLATION (DEFLATION) FACTORS USED IN THE EXECUTIVE BUDGET 


EXPENDITURE 

OBJECT OBJECT NAME FY 94 FY 95 
2105 Janitorial Services 3.30% 6.50% 
2106 Laboratory Testing 11.50% 18.20% 
2107 Laundry 3.30% 6.50% 
2109 Physical Examination 11.50% 18.20% 
2110 Caretaker Services/Other 3.30% 6.50% 
2116 Medical Services 11.50% 18.20% 
PAT Board & Room 5.40% 8.80% 
2118 Misc. Med 11.50% 18.20% 
2119 Dentistry 11.50% 18.20% 
2145 Food Services 5.40% 8.80% 
2170 Prescription Services 11.50% 18.20% 
ZA) Computer Processing/DoA -30.00% -38.00% 
2177 Info Cent Ser/DoA 14.00% 21.00% 
2183 Operational Support/DoA 15.00% 15.00% 
2190 Printing/Pubs & Graphics 12.00% 13.00% 
2191 Printing/Other Provider 15.00% 19.00% 
eno Photocopy Pool Services 0.00% 20.00% 
2205 Food 5.40% 8.80% 
2208 Laboratory Equip & Supplies 11.50% 18.20% 
2209 Medical & Hosp Supp & Equip 11.50% 18.20% 
2210 Minor Tools, Instrum & Equip 3.30% 6.50% 
22101 Coarse Paper/Central Stores 7.39% 5.42% 
2212 Photo & Reproduction 3.30% 6.50% 
2214 Printing 12.00% 13.00% 
2216 Gasoline 4.30% 9.10% 
2219 Forms/Central Stores -0.57% -3.47% 
2220 Forms/Non-State Provider 3.30% 6.50% 
2222 Drugs 11.50% 18.20% 
2225 Books & Reference Materials 3.30% 6.50% 
2226 Fine Paper/Central Stores 5.64% 4.55% 
2229 Shop Supplies/Tools/Minor Equip 3.30% 6.50% 
2232 Safety Supplies/Minor Equip 3.30% 6.50% 
2233 Paper/Non-State Provider 3.30% 6.50% 
2236 Office Supplies/Central Stores 8.13% 3.99% 
2241 Office Supplies/Non-State Prov 3.30% 6.50% 
2242 Diesel Fuel 4.30% 9.10% 
2245 Data Processing Supplies 3.30% 6.50% 
2251 Meat 5.40% 8.80% 
2252 Dairy 5.40% 8.80% 
2253 Produce 5.40% 8.80% 
2254 Bakery 5.40% 8.80% 
2256 Janitorial/Central Stores -0.05% -1.44% 
2257 Laundry 3.30% 6.50% 
2258 Linens & Bedding 3.30% 6.50% 
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EXPENDITURE 
OBJECT OBJECT NAME 


2259 
2264 
2265 
2267 
2275 
2277 
2278 
2279 
2288 
2289 
2290 
2291 

2292 
2294 
2295 
2296 
2297 
2304 
2370 
2301 

2372 
2373 
2376 
2378 
2385 
2386 
2401 

2402 
2403 
2404 
2405 
2406 
2407 
2408 
2409 
2410 
2411 

2412 
2413 
2414 
2415 
2416 
2417 
2418 
2419 
2426 
2430 
2498 
2504 
2507 
2513 
2517 
2519 
2522 


Kitchen Supplies & Utensils 
Grocery 

Miscel. Medications 

Paper Products 

Poultry 

Sugar 

Beverages 

Red Meat 

Canned Goods 

Staples 

Office Supplies/Internal 

Sea Foods 

Pork 

Tree Marking Paint 
Janitorial/Non-State Proc 
Computer Paper/Central S. 
Propane Vehicle Fuel 

Postage and Mailing 

Telephone Equip Charge/DoA 
Telephone Equip Charge/Non-DoA 
Telephone Add/Move/Change 
Telephone Equip Maintenance 
Local Voice Circuits 

Voice Circuit Add/Move/Change 
Long Distance Charge/DoA 
Long Distance Charge/Non-DoA 
In-State Personal Car Mileage 
In-State Commercial Transport 
In-State Aircraft Rental 

In-State State Motor Pool 
In-State Other 

In-State Spec Away FR Ofc Allw 
In-State Meals 

In-State Lodging 

In-State Car Rental 

In-State Meals Overnight 
Out-Of-State Personal Car Mige 
Out-Of-State Commercial Trans 
Out-Of-State Aircraft Rental 
Out-Of-State Motor Pool 
Out-Of-State Other 
Out-Of-State Away Fr Hme Allow 
Out-Of-State Meals 
Out-Of-State Lodging 
Out-Of-State Car Rental 
Foreign Travel Z 
Out-Of-State Meals-Overnight 
Non-Employee Travel 

Office Equipment 
Vehicles-Non-Travel 

Heavy Equipment 

Leased Equipment 

Photo Copy Equipment 
Software Programs 
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FY 94 


3.30% 
5.40% 
11.50% 
3.30% 
5.40% 
5.40% 
5.40% 
5.40% 
5.40% 
5.40% 
3.30% 
5.40% 
5.40% 
4.30% 
3.30% 
7.26% 
4.30% 
3.60% 
-21.00% 
4.00% 
9.00% 
10.00% 
7.00% 
6.00% 
-10.00% 
2.00% 
3.30% 
3.30% 
3.30% 
-9.43% 
3.30% 
3.30% 
3.30% 
3.30% 
3.30% 
3.30% 
3.30% 
3.30% 
3.30% 
3.30% 
-9.43% 
3.30% 
3.30% 
3.30% 
3.30% 
3.30% 
3.30% 
3.30% 


3.30% - 


3.30% 
3.30% 
3.30% 
3.30% 
3.30% 


FY 95 


6.50% 
8.80% 
18.20% 
6.50% 
8.80% 
8.80% 
8.80% 
8.80% 
8.80% 
8.80% 
6.50% 
8.80% 
8.80% 
9.10% 
6.50% 
7.08% 
9.10% 
3.40% 
-26.00% 
6.00% 
14.00% 
15.00% 
9.00% 
8.00% 
-14.00% 
4.00% 
6.50% 
6.50% 
6.50% 
-9.30% 
6.50% 
6.50% 
6.50% 
6.50% 
6.50% 
6.50% 
6.50% 
6.50% 
6.50% 
6.50% 
-9.30% 
6.50% 
6.50% 
6.50% 
6.50% 
6.50% 
6.50% 
6.50% 
6.50% - 
6.50% 
6.50% 
6.50% 
6.50% 
6.50% 
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EXPENDITURE 


OBJECT OBJECT NAME FY 94 FY 95 
2525 Department Aircraft Rental 3.30% 6.50% 
2526 Private Aircraft Rental 3.30% 6.50% 
2601 Electricity 7.65% 13.65% 
2602 Fuel Oil 4.30% 9.10% 
2603 Natural Gas 14.60% 16.10% 
2604 Laboratory Gas 4.30% 9.10% 
2605 Water & Sewage -7.00% -7.00% 
2607 Propane 4.30% 9.10% 
2702 Construction Equipment 3.30% 6.50% 
2704 Office Equipment 3.30% 6.50% 
2705 Shop Plant Industrial Equipment 3.30% 6.50% 
2706 Vehicles - Passenger 3.30% 6.50% 
2707 Vehicles - Other 3.30% 6.50% 
ar Minor Tools & Instruments 3.30% 6.50% 
2712 Engineering Equipment 3.30% 6.50% 
2713 Laboratory Equipment 3.30% 6.50% 
2714 Photographic Equipment 3.30% 6.50% 
2716 Road Oil/Fuel Depots 4.30% 9.10% 
2724 Oil 4.30% 9.10% 
2725 Transmission Fluid 4.30% 9.10% 
2726 Grease & Lube 4.30% 9.10% 
2727 Tires & Tubes 3.30% 6.50% 
2730 Paint - Equipment 4.30% 9.10% 
2731 Paint - Buildings 4.30% 9.10% 
2743 Multi-User Computers & Terminals 3.30% 6.50% 
2751 Aircraft 3.30% 6.50% 
2757 Equipment Repair Parts 3.30% 6.50% 
2759 Printing Equipment 3.30% 6.50% 
2764 Photo Copy Equipment 3.30% 6.50% 
2766 Single User Computers 3.30% 6.50% 
2802 Subscriptions 3.30% 6.50% 
3125 Library Books 3.30% 6.50% 
3130 Bound Magazines 3.30% 6.50% 
3401 Multi-User Software 3.30% 6.50% 
3402 Single User Software 3.30% 6.50% 
3403 Software/Central Stores 24.69% 24.69% 


Department of Administration Rent 

Agencies within the capitol complex pay "rent" to the Department of Administration. This charge pays 
for custodial contracts, mechanical contracts, and utilities, as well as the staff responsible for the 
physical plant. This charge allows the state to collect monies from non-general fund sources for their 
share of the cost of rent. The executive budget includes rates of $3.47 and $3.57 per square foot for 
office space in FY94 and FY95 respectively, and $2.22 per square foot for warehouse space in both 
FY94 and FY95. Total capitol complex rent contained in agency budgets is $3,048,260 in FY94 and 
$3,132,510 in FY95. The average annual rate of increase from FY92 to FYQ5 is 2.9% for office space 
and 0% for warehouse space. 


Grounds Maintenance 

The Department of Fish, Wildlife and Parks charges a fee to all agencies located in the capitol complex 
for grounds maintenance. This fee pays for the capitol grounds maintenance, snow removal and water 
charges. In addition, the executive budget allocates 50% of the grounds costs--those which are 
related to benefits for the general public--such as beautification through replacement of trees and 
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shrubs surrounding the state capitol and the annual Montana flower planting, as well as a portion of 
the snow removal, to all state agencies. The executive budget includes fees of about $0.18 per square 
foot of office space in the capitol complex each year of the 1995 biennium for half of the grounds 
maintenance costs and about $10 per FTE (using FY92 base year data) for the remaining expenditures 
which benefit the entire state. 


Insurance 

The Department of Administration, Risk Management and Tort Claims Defense Division, provides 
general comprehensive liability, auto liability, property insurance and other insurance for state agencies. 
The executive budget contains projected rates for each agency in FY94 and FY95 for general 
comprehensive and vehicle liability insurance, which is self insured by the state, and for commercial 
policies covering property, boiler, aircraft, helicopter, inland marine, fine arts, and employee bonds. 


Current general liability rates are based on a five-factor formula which considers paid losses over the 
last five years, claims with date of loss from FY89 to present, FTE level, appropriation level, and prior 
billing. At the recommendation of the program actuary, the department proposed and the executive 
budget recommends a new allocation formula more consistent with industry standards. The new 
formula takes into consideration an agency’s actual experience with regard to claims incurred within 
a recent period of time and an agency’s inherent exposure as measured by FTE. The change in 
allocation formulae does not increase or decrease rates, per se, but merely distributes costs among 
agencies differently. 


The total charges proposed for general comprehensive and vehicle increase by an average annual rate 
of 14% from FY92 to FY95. The total charges proposed for commercial coverages increase by an 
average annual rate of 10% from FY92 to FY95. In addition, the executive budget recommends a total 
charge of $380,000 per year to fund a deductible reserve for property losses. Total insurance costs 
are budgeted at $4,777,021 in FY94 and $5,827,966 in FY95. The tort claims defense fund is 
projected to continue to draw down its current balance of approximately $3.6 million, although by 
FY95 the rate of drawdown will decelerate. Claims expenditures tend to be highly volatile, making 
projections of fund balance highly tenuous. Using a five-year average of claims expenditures, the 
projected fund balance at the end of the 1995 biennium is approximately $500,000. 


Audit Costs 


Estimated costs for the 1995 biennium financial-compliance audits were provided by the Office of the 
Legislative Auditor and included in the executive budget. Total statewide costs associated with the 
audits are $2,815,500. 


Payroll Processing Charges 


Total payroll processing charges decrease from $359,148 in FY92 to $357,087 in FY94 and $358,812 
in FY95. 


Fixed Costs Adjustments 


Fixed costs adjustments, based on the above policy decisions and assumptions, were applied to the 
following eight zero-based objects of expenditure: 


2104 - Insurance and bonds 

2113 - Warrant writing fees 

2114 - Payroll service fees 

2122 - Audit fees 

2174 - DoA data network fees 
2307 - Messenger services 

2527 - Rent - DoA buildings 

2770 - Grounds maintenance - FWP 
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Other Adjustments 

Base adjustments were made to remove one-time appropriations from the FY92 appropriation base. 
Positive adjustments were reviewed on a case-by-case basis. Equipment appropriations were zero 
based and a three-year average was targeted as reasonable in most instances. When additional 
equipment purchases were allowed, prices were taken from the term contract and price lists provided 
by the Procurement and Printing Division of the Department of Administration when possible. The 
Procurement and Printing Division also provided inflation factors for items purchased through Central 
Stores that were included in the executive budget. 


5% Personal Services Reduction 

Each agency (except those with 20 or fewer FTE, those allocated to a department for administrative 
purposes, and Montana University System units other than the Office of the Commissioner of Higher 
Education) was required to submit its current level budget request showing a 5% reduction in personal 
services, excluding per diem compensation for board, council and commission members and legislators, 
(and inmate labor), pursuant to Section 13 of HB2 adopted in the July special session. 
Administratively attached agencies were defined as exempt when they have control over hiring their 
own staff in accordance with the provisions of 2-15-121(2)(d), MCA. Thus 14 "administratively 
attached” agencies were exempt from the provisions and 77 were included in the current level 5% 
reduction requirement. 


Agencies were advised to impact all funding sources proportional to the funding of personal services, 
unless they were recommending elimination of a program. It was unacceptable for an agency to select 
FTE 5% cuts in a federally-mandated or high priority service in an effort to prepare a case that would 
convince the 1993 Legislature to restore all of the originally-budgeted FTE. Likewise, agencies were 
not allowed to reduce all FTE by 5%, thereby creating an intra-agency vacancy savings. Finally, 
agencies were allowed to submit budget modifications to request back high priority FTE deleted from 
current level in accordance with these provisions. The table below shows the 5% calculations by 
agency and by program, although there was no mandated target by program because each agency only 
was required to achieve the total reduction. 


HB2 SECTION 13 PERSONAL SERVICE REDUCTIONS 


This table lists the personal service reductions required under section 13 of House Bill 2. The 
reductions are calculated as 5 percent of personal services as shown on the post January special 
session operational plan including pay plan. Amounts included on this operational plan for per diem 
and inmate labor are excluded as shown in the table. Exemptions are granted for: (1) Agencies with 
20FTE or less; (2) Agencies administratively attached to a department if exempt from Section 


2-15-121(2)(d) and; (3) Units of the university system except the commissioner of higher education. 
Total Personal 


Inmate 
Agcy Program Services Per Diem Labor 


225,540 


ate 


EXECUTIVE BUDGET 





Net Personal 
Services 


1,700,847 85,042|. bel Oltepl 
Under 20 FTE 


225,540 need ale] Under 20 FTE 


SUMMARY - S43 


1995 Executive Budget Parameters 


Services 


iti 93,761 


i 
State Auditor 





Net Personal 


683,078 
280,423 
132,624 
142,214 


Inmate 
Labor 





Program Per Diem Exemptions 


> 
a 
oO 
< 


w 

a 

° 
NS _ jo) 
fo} N - 









ies) 
=a 
°o 
= 


q@) 


Total 2,141,696 107,083 


574,728 28,736 


WOW] w 
NTN 
o|;|oO 
| | ES 
oO}Oo 
oO = 


104,379 5,219 








Ww 
i) 
[o} 


225,667 11,283 
' 45,238 


| EE 
o|;o 
S, 1S 
a |) 


o;oO;0O o;1}o 

2 Ss PIlwinhy vols 
03 {2 

3 lo 

S 

alo 

== [ber 

alo 

an |e 

a |® 


93,761 eames! Under 20 FTE 


11,146 


wo 
rs 
[o} 
= 


N © 
iw) {e) 
Ls) - 
o N 
jo) ~ 
w + 


i 
: 
| 

309,226] 15,462 
1,900,832] 95,042 
4,637,965| 231,898) 


w 
rs 
[e) 
= 


Total 


o;o 
Sis 
a | so 


& 

~N N}l@o]N 
NI Ola{lsA 
oO Blola 
oO Nlolo 
Ny wola]lo 
co olBRIo 

0 


| | Billings Vte 1,518,791] 0 | U-Sys Exemp 

Total | Butte Vtc 1,439,096] oo | U-Sys Exemp 

Great Falls Vtc 7 i a ey MiG U-Sys Exemp 

Total | Helena Vtc | ae U-Sys Exemp 

Crime Control 3,550 ETE: ere: Under 20 FTE 

4108 | Hwy Traffic ita ce Under 20 FTE 
Safety 


48,101 


7 


497,050 


BS 
o 
~N 
jo} 
oa 
° 
ND 
BS 
© 
o1 
Ww 


- 
[o) 
= 
Ny 
SS 
“4 
co) 
fh 
ND 
to} 


885 
4,110,428 205,522 
444,546 

1,852 

j 17,830 


16,031 


pA 
Sas 
= bax 
o]o 
Colw 
=| 0 
| © 
wo |o 
el SS 
rom Re) 
Oe 
o|s 






' 
' ' 
, ’ 
' ' 


rs 
oO 
o 
w 
p 
SN 
NO 
N 
B 


’ 
' 


’ 


’ 


20,361,213 


’ 


1,018,062 


4 
° 
- 
oa 
c 


peel ie Site} 
NI BlolwlolARlo 
YIOINIalA]loOlo 
OAIOJOIJOININIO 
NlwlaloalnNlolo 
olaloalol[NiIn]—= 
NI@OINIJO/B]o]aA 


P= 

° 
clolnuiry]n 
N]olo]n 

oy 

© 

2) 

@ 

a 

© 

co wry 

Nn olf 

= oO] o 

[o>] —_ | = 

N N | © 


stice 20,361,213 


Total ublic Svs 1,643,327 


Uv 


= 
oO 
£ 
@ 
w 
i) 
N 


' ‘ ’ 


QO 
° 
3 


o>) 
~N 
as 
= 
N 





EXECUTIVE BUDGET SUMMARY - S44 


1995 Executive Budget Parameters 





Net Personal 
Services 


Inmate 
Labor 


Total Personal 


Bd Of Pub 
Educ 





Per Diem Reduction 


7,700 


Agcy Exemptions 







o1 | © 
wW}]o 
lO 
O}Ww 
NW I]ND 
a;n 
wW}yhd 
]w 
O};]& 
NIN 


' 


7,700 


ails 
NS 
o1 
~ 
w 
© 


Under 20 FTE 


' 


= 
wo 
0 
is 
ow 
o 


oOo o o 
a ° a 
wo 
S a 2 






sioz{os | 114,541 114,541 5,728 
: 


48,358 


’ 


pry fee 
oO};O 
NTN 

© 

oO 
oIimnN 
(>) |e 
o;o 
RIND 


Total | Comm Higher 2,277,241 
E 


: 
| 40,174,331 
] 160, 

| 11,616,594 
6,334,011 
: 3 
Acs | 801, 
| 

6113 |o2 

es Teak | 

re eal ae 
Deaf & Blind 
bet Fes ars 


2 ees ee 


Total | VoEd Adv 
Council 


| 
5 240,585 


Total | Historical 1,404,561 
Society 


9,084 


~ 
© 
NI 
= 
oO 
R 


' 
' 
' 
' 
, 
' 
' 
’ 


. 


Nh 

nN ©o od 
Q|o o o;o 
o}1}O ~N os | 
— | © => o}@ 
a;n oa wo] o 
Nj o NS O}]w 


9,084 


= 
w 
S 
° 


‘ ' ' 


co 
[e} 
co 
~ 
o 


3 
1 
2 
d 
M 


w 
Nh 
is 
BR 
o 
o 
(eo) 


U-Sys Exemp 


40,174,331 U-Syst Exemp 


Ww 
@}o|s 
= - 
® - 
[o) © 
oO o 
Qi erie 
o [e) 


U-Sys Exemp 


’ ' 


mall 
=a 
o 
* 
o 
oa 
© 
£ 


U-Sys Exemp 


6,334,011 


& 
” 
< 
o 
m 
x 
o 
3 
se} 


ro) 
iS 
1 
> 
n 
< 
o 
m 
x 
oO 
3 
3 


is 
a 
0 


, ’ 


Tota 


’ ’ 


o};f © 
(oye es ay 
o;— o 
— }| 0 (eo) 
Ww | ® oO 
@}N = 
NI] F o 


- 
is 
(eo) 
ms 


’ ’ 


£ 
£ 
(e} 
£ 
© 
i) 
ho 
ele 
n;}n 
<i< 
ao 1on 
mim 
x |x 
Oo ;o 
3° 3 
nob Thuof 


cS 
” 
< 
oa 
m 
x 
oO 
S 
so) 


' 


o}o oloflojojolfo 
oo oo oo o oo 7 oo o 
o | ® | |o |}o |/o |o 


8,670 
5,176 


’ 


oa 
Sr 
= 
wo 
[o} 
wo 
N]o]? ]o 
O;1OININ 
N]@W]W]O 
Pia! wlo!]oa 
—|— 1/010 }]N 
NTO; R] wih 


w 
o1 
wo 
~w 
io} 


' ' 


81,481 
130,697 


oa 
(eo) 
BR 


(eo) 

NO 
= 
O;rwije;e;o 
NTO;OININ 
OI NI]wWlw]o 
O}FPIaATw]o 
RR ES | [fe | [fon 
OAINIO;}AR]w 


(ee) 
ol) 
ice] 
=a 
Ww 
00 
N 


to} 
rs 
Ny 
N 
p 


Oo 
Nh 
o 
o® 
oO 


' 
' 
' 
’ 
' 
' ' ’ 
. 


NS 
o 
as 
w 
© 
N 
co 


N 
N o 
£ —_ 
© wo 
=> © 
je) N 
oa co 


6,000 


' 


35,619 


' 
‘ ' 
’ 


[o) 
~ 


ye] ESS ololy 
o;n @Olwinh]— 
pio o;a;ro;yfs 
NTN OIN]O};N 
N]o O;}FRININ 
lw O};}O}]W]o 


o}=}u]r 
woly}s] a 
BIOTIN] o 
w]ol]w |= 
BIN}|N]oO 
o/alo|a 


41,669 


2,726 86,935 


alala | 
el (he ° 
— —_ + 
—l|ala @! 
fo} 
= 


oO 
pay 
-_ 
N 


407,757 
396,702 
175,293 


20,387 
19,835 
8,765 
9,212 
12,030 
70,229 


ao} o 
Ai fe 
ya 
NIN 
Oo: 
WIN 


‘ 


240,585 
1,404,561 


Cc S 
=| =| 
Qa a 
g g 
No NS 
(eo) [o) 
7 7 

=| 
m m 


oO 
Sa p28 
ar ok 
NTN 





EXECUTIVE BUDGET SUMMARY - S45 


1995 Executive Budget Parameters 


Total Personal Inmate 
Program Services Per Diem Labor 
ire Svs 199,471 
raining Sch 









+7 


+ 
°o 

as 
= 





o 
NS 
fe) 






oa 
NS 
fo} 


o1 
Nh 
ie} 






o;o 
NTN 
o;OoO 
Sy | ps 


Aljay;oayoa 
OC INININ 
aye | ea Pes! |) 
SE ee PRET | SS 
o o};}oO;oO 
Q15 OIN | — 
jem 
vu 
o 
x 
yn 
o 
Nh 
~S 
Ww 
B 
o 
~S 
fee) 


Fish, Wildlife, 16,920,437 6,250 


[sae 7e0] aso] 0] _saseaal 90,709 
[reassei] ol 
[—eeoes] 
Paearen| ol 
[2207476] 
[ase00] ol 
esi] 
aif a 
aia] 


oO 
WOW] w 
o 
= 


alalalalalatalajtatata 

BIBR]lOlwaAlwalwl]oala w@ 

O1olis |}COC]/C]/O;]O/eo o|o 
sel (Tal Pa Peel ees Neda Vb [pal fee thd 


3 


[e) 


° o;}0O;°0 


ear 


22,836,530] of = o|_—=«22, 836,830 1,141,827 


oa 
aS 
te} 


o 
TS 
[e} 
I] 0 


149,900 





EXECUTIVE BUDGET SUMMARY - S46 


1995 Executive Budget Parameters 


Total Personal Inmate Net Personal 
Agcy Program Services Per Diem Labor Services Reduction 








Exemptions 


hal 
Ea 
2 ec) 
aa 
Es 
4 
ea 
a7 


Ge 
< 
o 
o 
ad 
° 
iz] 
om 


N 
a 


Ny 
$ 


5706 1,281,569 0 1,281,569 64,078 


Natural 8,365,206 26,722 8,338,484 377,490 
Resources 


1,373,194] 1,373,194 68,658 


= fn | oa}; o 
: e\alals 


58 


°o 
= 











HE 


58 
58 
ee eet 
jos | aiesa,020] 
lov trassea] of 0] 1,120,862] 0470] 
fseor fos | tozzaoas] 0 0] 10,280,020 611,082 
rote [Reverue | 17.820.076[ 0] 0] 17,628,078] 081,200 
ferorfor__| 277820 woo] 0] 277.20 12,800 
: [sisas0] 
e101 | 

ero | 


= 


1,689,028 — | 1,689,028 84,451 
4,301,139] 0 4,301,139 215,057 
639,324] 0} 639,324 31,966 


Q}|® 
es iy] | 
o;O 
|) 


249,149 249,149 12,457 
1,171,614 58,580 
441,841 22,092 


o 
=k 
°o 


1,171,614 
441,841 


oO 
fe} 
=< 


6101 290,627| 85,580 205,047] 0 | Admin Attach 
Raimetation 10,305,665| 85,680 10,219,985 500,745 


| 
Total 


State Fund 
PERS 


577,003 3,600 


318,198 2,150 


3,000 


1,032,956 Fi 
8,900 


6,896,505] == =O] Admin Attach 
573,403] =O | Under 20 FTE 


316,048 pol sts Under 20 FTE 


1,029,956 51,498 
609,100 30,455 


Teachers 
Retire 


Total 


w 
N 
* 
oO 
NS 
° 


le} 
620 
6201 
6201 


= 


30 
40 
50 


No WINITNIT = {e) (oil Xo) 
o N] RR], oO] o ~N Ww 


oO} aia 
N |S 2/2 
one a | o 


o;}o 
=—-|90 
@}h 
O}]W 
o;}o 
oO;O 


EXECUTIVE BUDGET SUMMARY - S47 


1995 Executive Budget Parameters 


Program 


Q2/)/O/Alp 
PIPICTS 
O}Cls Jao 
hlwlny > 
ooo a 
= 

5 

= 

= 

a 

= 

o 


bh 
[o} 


Hum Svs 


a 
°o 


a] 3 
° 
= 
® 
a ot 
9 
° 
a 
at 
© 
° 
= 
° 
a 
oa” 
Qe 


ala wlw}]o}o 
rom pes Nlo}|n]—= 


oO 
o1 
{o) 
= 


655,951 


° 


[orm ope me) ) 
ayjay,oa 
°o °o 
a eae) 


esor | 


980,188 
U9 757 


o 
oO 
Oo 
= 


Commerce 
,712,914 


oO;O oOo;rNInNnIi~ ITN 
NO |= —|oIiIniol;s£ 


9 
2,025,240 


fore moo ede 2) 
Qa;DIas|Q 
O};OoO!;]oO];O 
NO TNINMITN 
(o} o;O 





EXECUTIVE BUDGET SUMMARY - S48 


1995 Executive Budget Parameters 


Net Personal 
Per Diem Services Reduction Exemptions 


1,055,148 52,757 od © spade.) 





Inmate 
Labor 





Program 











No 


(o>) 
~ 
ie} 
teen ON On ONS ell eel (aml (i= (@)al| {ose fel) te) WINITN]—]— 
soy Hlwlhy]— fL_wl-]o NN] oO} ]w& -|}R[-] 
o 
2 


1,055,148 


Saar 
ae 
ae 
[azoei| a 
2 
Military Affairs if Conpa7as719|)| Terminso| 
| 1,268,572] 
| 0,281,669] | 
| 1.535.432] 
| 3.028.674] 
| tsoz2t0] 
| 1,147,200] 
ee 
ieee 
as 
near 
meee 
ware 
feds) 
eae) 
ye 0) 
be ue 
isaoelieed) 
lermre wil 


o 
~— 
(oe) 


[azaaas| of Adin Aton | 
| arane| ase) 
[s2se.72| _eaeze) 
[to.zes,e0s] _sra,oea) 
[1505.00] verral 
[aaee7e] _ienasal 
[y.s02.210| anf 
[147.290] 7.266 
a a 
Ae Tas 
FY: aa 
0 -SPRE 
Pars 


6901 
6901 


Alon] oQ 
9 SIN 
gi|o|o 


25,260,370 
1,811,281 
10,077,051 


ae ete 
[aeze0.70| ies] 
[sensei] soseal 
[oorzosr] soaesal 
preores 
PUES 


oO 
ico} 
(eo) 
= 


Total 


3,460,450 173,023 
amily Serv 17,267,930 13,356 17,254,574 862,731 


$764,169,292| $824,071] $842,510] $762,502,722| $31,035,424 


Some agencies did not request modifications to restore any of the 5% reductions, making plans to 
restructure operations instead. Other agencies requested restoration of every FTE. Although the 
executive budget recommends modifications to restore many of the FTE reduced, these advance 
planning efforts did result in personal services reductions. The policy of the administration was not 
to apply across-the-board cuts in 100% federally-funded programs, which would have no general fund 
impact, because such reductions would result in negatives like reduced purchasing power, lower tax 
revenues and grant funds being distributed to other states. The status of state special revenue 
accounts for the balance of the 1990s was a major factor in determining whether to recommend 
modifications in some fee-funded programs, e.g., will fee increases be necessary and, if so, affecting 
whom, when, etc. The fact that proprietary-funded programs have a general fund impact, some more 
than others, was also a consideration. 
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Zero-based items 
The following expenditure objects were analyzed as zero-based items requiring complete justification 
for inclusion in the executive budget. 


1000 - Personal services 

2102 - Consult and professional services 
2125 - Contractor payments - highway construction 
2126 - Contractor payments - utility relocation 
2146 - Commissions 

2169 - Contracts with non-profits 

2174 - Data Network Serv/D of A 

2175 - System Development/D of A 
2176 - System Development/Non-D of A 
2310 - Advertising - National 

2311 - Advertising - Radio 

2312 - Advertising-Professional fee* 
2313 - Advertising-Television* 

2528 - Rent/non-DoA Buildings 

2529 - Rent/Non-state Buildings 

2732 - Paint - Traffic Line 

2738 - Road Oil 

2740 - Sand 

2741 - Gravel stockpile 

2742 - Oil Mixed materials 

2750 - Maintenance contracts 

3101 - Aircraft 

3102 - Agricultural & Landscaping 

3103 - Autos & Trucks 

3105 - Construction 

3106 - Multi-user computers & Terminals 
3107 - Educational & Recreational 

3108 - Household 

3109 - Law Enforcement 

3110 - Marine 

3111 - Medical 

3112 - Office 

3113 - Shop, Plant & Industrial 

3114 - Duplicating 

3115 - Photographic 

3116 - Laboratory 

3117 - Hospital 

3118 - Engineering 

3119 - Snow removal 

3120 - Other Mayor Maintenance 

3121 - Trailers & Campers 

3122 - Scientific Apparatus 

3123 - Fire Suppression Equipment 
3124 - Food Service 

3126 - Field Monitoring Equipment 

3127 - Films 

3128 - Library of Congress Cards 

3129 - Furniture 
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3131 - Film - Duplicate 

3132 - Film - Replacement & Repair 
3133 - Book Binding 

3134 - Single User Computers 
3135 - Museum Artifacts 

3199 - General 


3201 - Cattle 
3202 - Horses 
3205 - Pigs 


3299 - General 

3301 - Multi-User Computers & Terminals 
3302 - Office 

3303 - Shop, Plant & Industrial 

3304 - Single User Computers 

3501 - Installment Purchase - Equipment 
4000 - Capital Outlay Series 

5000 - Local Assistance Series 

6000 - Grants Series 

7000 - Benefits and Claims Series 

8000 - Transfers Series 

9000 - Debt Service Series 


* Zero-based only when significant, e.g., Montana Promotions and Lottery 


Program Transfers 
Although agency reorganizations were not allowed to be requested as part of the budget, minor 
adjustment through requested program transfers were authorized. 


Cost Allocation 

Cost pools funded by allocating costs to more than one program within an agency were reviewed to 
ensure there were no additional management functions which could be included and thus reduce 
general fund. Efforts were made to ensure that the general fund is not picking up a disproportionate 
share of support services. 


Statutory and Language Authority 

Authority for statutory and language appropriations are shown under the actual FY92 column and 
shown, as appropriated through October 1992, under the FY93 appropriated column. Although 1995 
biennium budgets have been prepared for all such authority, the amounts are included in the balance 
sheet but not in the program tables. This authority is not appropriated in HB2 and is never combined 
with appropriations contained in HB2 or any other bills. 


Modified Level Recommendations 

There are four different types of modified recommendations contained in the executive budget, 
summarized below. There is no inflation budgeted in any of the modifications and many of them phase 
in new FTE over the biennium. 


1. Executive Planning Process Modifications - Agencies requested 634 budget modifications with 
716.20 FTE, $164.6 million general fund and $236.5 other funds during the Executive Planning 
Process (EPP), which began last March and ended August 18, 1992. Thorough analysis of all 
requests and agency conferences to discuss goals and needs resulted in preliminary approval of 
260 modifications with 337.79 FTE, $17.5 million general fund and $102.3 other funds. 
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Subsequently, agencies dropped some of their priority requests in lieu of modifications to restore 
a portion of their 5% personal services reductions to already-employed staff. 


2. Budget Amendments continuing into FY94 or the 1995 Biennium - HB4 of the 52nd Legislature 
was amended to include the following language: 


"Fiscal Year 1993 Budget Amendments. The legislature intends that any request by the Office 
of Budget and Program Planning presented to the 53rd Legislature for a bill to appropriate money 
to various state agencies that would usually be made by budget amendment include requests for 
fiscal year 1993 that may not continue beyond fiscal year 1994." 


As a result of this amendment, agency management preferences and federal reporting 
requirements were honored, resulting in budget amendment modifications which may be: (1) for 
all 12 months of SFY94 (and all 12 months of SFY95 if necessary), or (2) for nine months of 
SFY94 (and all 12 months of SFY95 if necessary). No budget amendments approved during the 
1993 biennium may continue into the 1995 biennium without legislative approval. 


3. Restoration of 5% Personal Services - When agencies requested all or a portion of their 5% 
personal services reductions back, consideration was given to many factors including: workloads, 
priority of the affected service in the goals and objectives of the agency (see appendix of the 
executive budget), fund source, maintaining state primacy in high-priority programs, size of the 
total staff and ability to absorb reductions, potential for management efficiencies, numbers of FTE 
already eliminated as a result of Special Session | and Il. Some requests were approved; some 
denied. 


4. Policy Initiatives - The executive budget includes numerous budget modifications for policy 
initiatives which are highlighted to afford the legislature an opportunity to distinguish between 
"business as usual" appropriations and decision making regarding the future direction of agencies 
and the state. 


Funding 

The general policy was to ensure that all available funds are used prior to general fund commitments. 
State special revenue fee increases are recommended on a limited basis and were more favorably 
considered when there have been no increases over the last two biennia and when the fees are paid 
by a group of identifiable users for a specific benefit. Federal special revenue may be denied in the 
executive budget if the cost in matching or other commitments is too high. Maintenance of effort and 
matching rates were reviewed. Some shifts from general fund to other revenue sources are 
recommended. Each of the approximately 700 accounting entities in state government were reviewed 


to identify balances available for appropriation and to ensure no budget recommendations resulted in 
negative balances. 


Mission Statement 


For the first time, review of each agency's requested budget began with its mission statement. This 
represents a beginning step towards policy- and performance-budgeting. 


Goals, Objectives and Priorities 

During Special Session Il, HB8 amended 17-7-111(2)(d)(i) as follows: "The goals and objectives must 
contain a list of duties prioritized by the department director to reflect the director's opinion concerning 
the importance of the duties assigned to the agency by law. Any discretionary programs established 
by the agency that are not required by law also must be enumerated." 


After dialogue with the sponsor of the amendment and other legislators, it was determined that, at a 
minimum, each agency would be required to: (1) provide the statutory authorization for each program, 
at least including the significant MCA and U.S.C. references; and (2) list the goals for each program 
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and the most significant objectives, prioritizing the goals with a 1 for highest priority, 2 for medium 
priority and 3 for lowest priority, each of which should encompass approximately one-third of an 
agency’s total spending. In addition, the notation "US" was to be made for each goal assigned to the 
agency by federal law and "MT" for those assigned by state law. 


Agency goals, objectives, priorities and statutory authorizations, within the constraints described 
above, are printed in the appendix of the executive budget essentially as written by each agency. 
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POLICY INITIATIVE 


Appropriations changes and agency incentives are recommended to improve management 
capabilities, reduce paperwork and increase productivity. 





Appropriations are used to 
maintain management control 
and accountability 


Under portfolio appropriations, 
some agencies may require 
only one appropriation for a 
fund type in HB2 authority 


HB2 would retain all budget 
detail 


52nd Legislature adopted 
portfolio appropriations: 


Legislative Council-- 
saved general fund 


OPI--36% decrease in 
paperwork and 
processing 
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Portfolio appropriations are recommended for the 1995 
biennium. In practice, this would mean each agency would 
work with the budget office, as they do now, to determine 
how many different appropriations are needed for each fund 
type (general fund, state special revenue, federal special 
revenue, etc.) for HB2 authority. Appropriations are used to 
maintain management control and to be able to remove 
designated expenditures related to specific authority from the 
base for current level budgeting the following biennium. 


However, under a portfolio appropriations policy some agencies 
may require only one general fund appropriation, one state 
special revenue appropriation, etc., except that a separate 
appropriation could be established whenever consistent with 
agency management plans. A separate appropriation would be 
required whenever the Fifty-third Legislature designated in 
language that a particular activity or project was a line item, 
adopted a biennial appropriation, or stipulated that a particular 
item was one-time authority. In addition, the budget office 
would continue to require separate appropriations for "cat and 
dog" authority, statutory authority, language authority, and for 
forward estimate and budget amendment authority. 


Portfolio appropriations would not require the program and 
subprogram detail to be rolled up in HB2; indeed, it is 
recommended that the final reference bill maintain all the detail 
used to develop the final budget for future reference and 
recordkeeping purposes. Portfolio appropriations are consistent 
with decisions of the Fifty-second Legislature, which adopted 
such appropriations in the following three instances: 


fl, Legislative Council, in regular session, received a 
portfolio appropriation for all interim studies and 
conferences, after the legislature reviewed and 
budgeted for the anticipated workload in each item. 
Managing these funds as a single appropriation has 
saved general fund and staff time. 


2. Office of the Superintendent of Public Instruction, in 
Special Session |, received a single appropriation for 
each fund type in all of its nondistribution to school 
functions, and the authority both to move any 
unexpended funds from this program to distribution and 
to carry any unexpended funds forward into the 
following fiscal year. The number of transaction 
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Comparable to management of 
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documents in OPI decreased by 36% as a 
result of the portfolio appropriations, thereby 
reducing paperwork, electronic data processing 
and the amount of staff time devoted to 
"fences" in OPI, OBPP, LFA and Dept. of 
Administration. 


3 Secretary of State, in Special Session II, received 
portfolio appropriations for the entire operating budget 
of the office. 


These three actions of the legislature have served as a useful 
demonstration of the potential to be realized from portfolio 
appropriations for all state agencies. Such actions in no way 
reduced accountability or eliminated appropriations control over 
expenditures. The actions, however, did remove the agency 
budget "fences" which make good management difficult, costly 
and sometimes impossible. 


For example, in a household budget, most people plan so much 
for the mortgage and utilities, so much for groceries, and so 
much for other major items each month. But if the washing 
machine breaks, you fix it, and if you find an outstanding sale 
on something you need, you seize the opportunity. Separate 
appropriations for each and every item in a budget create 
fences which make fixing a personal computer difficult and 
more costly than it needs to be; they make seizing an 
opportunity a virtual impossibility. 


For example, in a ranch budget, most people plan so much for 
the mortgage, so much for fencing, so much for inventory and 
equipment, etc. and so much revenue from sale of livestock. 
But if a bad winter brings severe snow and ice, you spend 
more than budgeted and fix the fences. And, in a severe 
drought, you either spend more for feed or for out-of-state 
pasture than budgeted or you sell off cattle. 


Portfolio appropriations are likely, in most instances, to exclude 
local assistance, benefits and claims, and debt service. The 
legislature may determine, however, that in some 
circumstances it would be better for an agency to manage, and 
be accountable for, all or nearly all of its total appropriation 
authority as a_ whole. Specific guidelines are not 
recommended, in order to prevent starting the reform with new 
bureaucratic appropriations fences. 


Language is recommended for HB2 boilerplate: "Each agency 
shall work with the office of budget and program planning to 
determine how many appropriations it requires for each fund 
type for management purposes. Separate appropriations shall 
be established for all biennial authority, for all items designated 
either one-time or line itemed in [the act], and for all statutory 
and language authority. Separate appropriations shall be 
maintained for all cat and dog authority and for all forward 
estimates and budget amendments." 


SUMMARY - S55 


There must be incentives in 


government just as in business 


Savings treated as efficiency 
dividend 


Management memo and 
legislation consistent 
with MUS 


Could include employee pay 
adjustments to address 
inequities 


Also could include minor 
capital refurbishing 


Poor performance is 
currently rewarded 


EXECUTIVE BUDGET 


Incentives are recommended because there must be incentives 
in government, just as there are in private business, for 
directors and employees to manage wisely, to increase 
productivity, and to be held responsible for decision making. 
It is recommended that all portfolio appropriation authority 
unexpended in the first year of the 1995 biennium, which an 
agency does not wish to revert, would be authorized as 
reestablished authority in the second year of the biennium. 
This means the amount budgeted for reversions would be 
virtually eliminated for FY94. Obviously, federal special 
revenue must be managed in accordance with the terms of 
grants and contracts by the receiving agency. 


As a result of biennial agency management, 100% of all 
second year (FY95) savings would be considered an efficiency 
dividend. Each agency would determine how best to spend its 
efficiency dividend--for staff training, office equipment, 
employee pay adjustments, refurbishing offices, etc. If an 
agency is planning for a large expenditure, e.g., purchase of a 
major equipment item, the dividend may be carried forward in 
a separate account to future biennia. 


The OBPP, the Department of Administration Accounting 
Division and the Office of the Legislative Auditor would develop 
a management memo governing efficiency dividend 
expenditures and accounting. It is recommended that all state 
agencies, including the Montana University System, be treated 
equitably regarding these incentives. Title 17, Chapter 7, part 
3 would require amendments to implement efficiency 
dividends. 


Discretionary spending by an agency could include rewarding 
employees by approving employee pay adjustments to address 
pay inequities caused by past pay practices, market, merit, 
knowledge or skills disparities, within guidelines provided by 
the Department of Administration Personnel Division and 
provisions of collective bargaining. 


In addition, the Department of Administration Architecture and 
Engineering Division is requesting legislation to increase minor 
capital from $25,000 to $50,000 because this level, which has 
not .been changed since the 1970s, creates unnecessary 
paperwork, analysis and administration time. The change is 
recommended to enable agencies the option of using earned 
efficiency dividends to install carpeting or office dividers and 
manage other minor refurbishing. 


It is recommended there be extensive scrutiny of supplemental 
requests tied to the adoption of efficiency dividend incentives. 
Currently, poor performance is rewarded with additional 
supplemental funds. This practice must cease, except in 
identifiable circumstances such as fire suppression, AFDC 
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Reporting and 
accountability 
maintained 


New emphasis on 
accountability 


Future emphasis on outcomes 
and accomplishments 


EXECUTIVE BUDGET 


caseloads, Medicaid Primary Care inflation and _ related 
situations which are totally beyond the ability of agency 
directors to manage. 


It is important to note that reporting and accountability 
mechanisms are continued and that they will be strengthened 
in future years. The Statewide Budgeting and Accounting 
System (SBAS) will be maintained and records of actual 
expenditures and revenues by programs and responsibility 
centers will be available for analysis and audit, as well as 
current level base information for budget development in the 
next biennium. Annual fiscal yearend Supplemental Financial 
Schedules showing the activity and balances for each 
accounting entity will continue to be published by the 
Department of Administration. The Legislative Auditor will 
continue to provide both financial audits and limited 
performance audits. Budget documentation will continue to be 
required for workload and other requests above current level, 
in accordance with Title 7, Chapter 7, part 1, MCA. 


New emphasis will be placed on accountability for program 
performance. The Montana Futures Project state vision and 
state goals will be maintained and, at the direction of the 
Governor, utilized increasingly to provide the framework for 
accountability reports to directors and program managers, 
legislators, budget and legislative analysts, and the public. In 
future years, outcome measures and accomplishments 
standards will be developed--primarily at the national level--and 
considered for use in a Montana management and performance 
reporting system. 
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POLICY INITIATIVE 


The legislature should establish "forward estimate authority" to expedite a more cost 
effective start-up of services usually initiated by budget amendment. 





Two agencies have 
demonstrated how forward 
estimates save staff time and 


paper 


Agencies could not exceed 
without a budget amendment 


Separate accountability 


maintained 


Three-year average 


EXECUTIVE BUDGET 


In prior biennia, the Department of Fish, Wildlife and Parks and 
the State Library Commission have received legislative contract 
authority, which has dramatically reduced the flow of paper 
and the expenditure of valuable time normally associated with 
processing budget amendments. The executive budget 
proposes to extend this courtesy to all state agencies, via 
appropriations in HB4. 


Agencies would be permitted to transfer this authority among 
fund types, except that no general fund authority would be 
approved. An agency could not exceed its forward contract 
authority, unless the excess were established within the 
provisions of budget amendment law. 


Appropriations established under this authority shall require the 
necessary and usual contract justification and shall be kept 
separate from the reporting and accounting for all other 
appropriations. 


Suggested amounts of the authority for each agency were 
determined by the use of an approximate three-year average. 
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POLICY INITIATIVE 


The State of Montana should have a general fund "rainy day" stabilization account. 





Reasons: Budget cuts disrupt 
services, traumatize legislators 
and staff, create frustration 
among Montanans 


Fragile economy and volatility 
of pending lawsuits 


Supplementals driven by federal 
mandates, health care cost 
increases, court decisions and 
unbudgeted litigation 


At least 25 other states have 
accounts 


Subject to one-time tax reform 
opportunity--$40 million 


EXECUTIVE BUDGET 


Legislation is recommended to establish a general fund 
stabilization account in the amount of $40 million during the 
1993 session. For the last decade the state has robbed every 
sugar bowl and cut nearly every general fund appropriation to 
stay afloat through four special sessions and two budget 
reduction executive orders. Budget and fund balance 
reductions disrupt services and long-term plans, traumatize 
legislators and agency personnel, create frustration and distrust 
of government among residents, and frequently lead to actions 
which are not good policy decisions or in the best interests of 
state government. 


Reasons for a rainy day account include the fragile outlook for 
the economy at least until the end of the decade, the volatility 
of pending lawsuits against the state, the natural tendency to 
respond to unmet needs and special interest groups by 
appropriating nearly all revenue projected to be available, and 
the dramatic increase in supplemental appropriations, required 
due to: (a) federal mandates and health care inflation driving 
enormous annual cost increases in Medicaid Primary Care and 
other services, (b) court decisions driving major cost increases 
in corrections, institutions, K-12 education and other services, 
and (c) litigation costs in the millions each year which are 
unbudgeted because they are unknown. 


Clearly, neither the Governor nor the legislature can control 
these externally-mandated, enormous expenditure increases. 
At the same time, the general populous is clamoring for budget 
reductions and no more special sessions. Although there is no 
way to "win" given these circumstances, clearly a stabilization 
account would mitigate smaller emergencies, and provide a 
solid foundation from which to mitigate larger ones. 


At least 25 states have stabilization policies including North 
Dakota, South Dakota, Minnesota, Nebraska, Colorado, Utah, 
Nevada, Wyoming, Washington and Alaska. The amounts 
range from $802 million in Alaska, to $40 million in Nevada, 
$35 million in ldaho and Wyoming, and $22 million in North 
Dakota. 


Subject to the recommended tax reform, which would create 
a one-time window of opportunity during transition to lower 
1995 property and income taxes, Montana should establish a 
$40 million stabilization account. Spending the one-time 
money will only continue the decade-old pattern of "living 
beyond our means”. 
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Budget Summary by Fund 





Actual Budgeted Recommendation 

FY 1992 FY 1993 FY 1994 FY 1995 
General Fund 
Legislative Auditor 1,164,919.09 1,246,127 1,307,219 1,291,061 
Legislative Fiscal Analyst 789,043.70 943,084 866,403 863,760 
Legislative Council 1,827,047.57 2,568,518 2,708,701 2,372,893 
Legislature-Senate 233,969.80 334,034 0 0 
Legislature-House 489,354.64 487,397 0 0 
Environmental Quality Council 278,111.99 279,020 299,164 300,501 
Judiciary 8,184,776.12 8,811,646 8,912,856 9,058,493 
Governors Office 2,448,975.84 2,304,578 2,804,763 2,689,682 
Secretary Of States Office 938,543.75 964,097 1,003,638 1,051,623 
Commissioner Of Political Prac 133,888.76 146,219 130,769 128,720 
State Auditors Office 2,293,214.65 2,106,624 2,147,802 2,028,238 
Office Of Public Instruction 59,003,596.66 58,267,945 82,377,165 57,248,440 
Billings Vo Tech 0.00 (0) 1,236,752 1,184,120 
Butte Vo Tech 0.00 (0) 1,471,662 1,447,184 
Great Falls Vo Tech 0.00 0 1,532,038 1,500,782 
Helena Vo Tech 0.00 0 2,002,734 1,975;127 
Missoula Vo Tech 0.00 (0) 2,109,839 2,081,920 
Crime Control Division 455,253.91 476,133 475,970 478,901 
Highway Traffic Safety 183,080.00 183,080 210,000 210,000 
Department Of Justice 12,061,560.19 12,482,982 7,238,602 6,751,881 
Public Service Regulation 2,091,853.05 2,158,114 2,418,620 2,091,902 
Board Of Public Education 116,777.67 106,581 117,855 115,731 
Commissioner Of Higher Ed 127,998,189.80 118,439,175 (9,113,481) (10,807,312) 
University Of Montana 0.00 O 24,919,150 24,801,963 
Montana State University 0.00 (0) 33,070,736 So, 15a aro 
Mont College Of Min Sc & Tech 0.00 0 8,883,903 8,851,829 
Eastern Montana College 0.00 (@) 10,818,843 10,741,803 
Northern Montana College 0.00 0 5,766,962 5,706,950 
Western Montana College 0.00 0 3,145,435 3,100,117 
Agricultural Exper Station 0.00 0 7,935,807 7,970,583 
Cooperative Extension Service 0.00 (0) 2,809,745 2,812,612 
Forestry & Cons Exper Station 0.00 (0) 747,363 749,241 
School For The Deaf & Blind 2,680,456.28 2,758,442 2,529,134 2,493,812 
Montana Arts Council 133,560.24 19,119 144,548 141,087 
Library Commission 1,072,955.76 1,104,911 1,261,899 1,062,019 
Historical Society 1,272,410.35 1,258,542 1,476,239 1,443,295 
Fire Services Training School 0.00 (6) 259,841 269,883 
Dept Of Fish, Wildlife & Parks 393,422.13 384,598 715,318 718,003 
Dept Health & Environ Sciences 3,857,455.38 3,697,511 3,195,170 3,183,186 
Department Of Transportation 386,544.92 391,830 136,070 36,157 
Department Of State Lands 14,493,113.79 9,383,083 9,681,111 9,696,559 
Department Of Livestock 763,343.64 531,361 929,239 944,446 
Dept Nat Resource/Conservation 4,245,418.61 4,558,065 4,678,827 4,688,169 
Department Of Revenue 40,106,581.22 41,096,611 43,306,372 44,005,109 
Department Of Administration 21,079,601.11 26,519,797 19,345,586 22,172,896 
Long Range Building Plan 609,398.00 0 0 0) 
Department Of Agriculture 1,135,039.04 989,554 1,142,580 1,091,654 
Dept. Corrections & Human Ser 73,565,877.67 74,354,460 86,387,023 92,397,472 
Department Of Commerce 2,739,195.92 3,068,089 2,498,580 2,463,367 


Labor & Industry 867,967.01 710,126 1,189,213 1,158,411 
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General Fund (Continued) 


Adjutant General 

Dept Social & Rehab Services 
Department Of Family Services 
Supplementals 

Reversions 

Feed Bill 

Pay Plan 

Miscellaneous Appropriations 


Total Deductions 


ROC Revenue Estimate 
Net Revenue From Proposals 


Total Additions 


Beginning Fund Balance 
Subtract Adjustments 
Ending Fund Balance 


NOTES: 





Budget Summary by Fund 


Actual 
FY 1992 


2,458,041.87 
98,301,423.24 
31,232,323.74 


522,086,287 


487,036,067.56 


487,036,067.56 


58,700,000 


(836,220) 
24,486,000 


Budgeted 
FY 1993 


2,379,411 
101,064,168 
30,869,843 
22,330,000 
(21,743,000) 
5,025,000 
1,648,019 
113,000 


523,169,875 


514,207,000 
(481,000) 


513,726,000 


24,486,000 


(5,464,000) 
20,506,125 


Recommendation 

FY 1994 FY 1995 
2,338,533 2,242,318 
122,204,397 133,436,619 
38,452,332 39,484,695 
(2,500,000) (2,500,000) 
5,100,000 

3,348,204 
1,750,000 1,750,000 
553,127,046 552,779,985 
478,121,000 492,719,000 
48,045,000 105,831,000 
526,166,000 598,550,000 
20,506,125 (6,454,921) 
6,454,921 39,315,094 


Budgeted FY 1993 reflects the status of operating plans as of November 1992. University system funding is 
disaggregated in the recommended columns. The expenditures are recorded in the Commissioner’s Office in the 


FY 1992 and FY 1993 columns. 
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SUMMARY - S61 


Budget Summary by Fund 





Actual 
FY 1992 

State Special Revenue Fund 
Legislative Auditor 1,329,3913:91 
Legislative Council 1,080,806.01 
Environmental Quality Council 10,920.55 
Consumer Counsel 621,849.19 
Judiciary 1,028,129.33 
Mt Chiropractic Legal Panel 8,792.31 
Governors Office 18,647.55 
Secretary Of States Office 182,804.29 
State Auditors Office 8,037,844.98 


Office Of Public Instruction 367,920,072.36 


Billings Vo Tech 0.00 
Butte Vo Tech 0.00 
Great Falls Vo Tech 0.00 
Helena Vo Tech 0.00 
Missoula Vo Tech 0.00 
Crime Control Division 618,025.73 
Highway Traffic Safety 72,646.47 
Department Of Justice 36,716,191.81 
Board Of Public Education 83,583.06 


Commissioner Of Higher Ed 13,299,822.95 


University Of Montana 0.00 
Montana State University 0.00 
Mont College Of Min Sc & Tech 0.00 
Eastern Montana College 0.00 
Northern Montana College 0.00 
Western Montana College 0.00 
Agricultural Exper Station 0.00 
Cooperative Extension Service 0.00 
School For The Deaf & Blind 190,000.00 
Montana Arts Council 668,482.75 
Library Commission 719,280.68 
Historical Society 157,959.83 


Dept Of Fish, Wildlife & Parks 
Dept Health & Environ Sciences 
Department Of Transportation 
Department Of State Lands 
Department Of Livestock 

Dept Nat Resource/Conservation 
Department Of Revenue 


23,298,383.21 
11,305,285.55 
1277, 732°575.10 
4,587,158.21 
3,996,755.48 
28,630,238.15 
48,921,753.30 


Department Of Administration 3,592,217.93 
State Comp. Mutual Ins. Fund 14,355,185.97 
Long Range Building Plan 1,284,962.48 
Department Of Agriculture 4,492,732.66 
Dept. Corrections & Human Ser 5,961,183.14 
Department Of Commerce 15,093,141.93 
Labor & Industry 2,957,116.77 
Adjutant General 11,549.54 
Dept Social & Rehab Services 14,322,187.92 
Department Of Family Services 2,960,980.28 


Total Deductions 


EXECUTIVE BUDGET 


790,269,021.38 


Budgeted 
FY 1993 


1,366,148 
566,609 
44,472 
946,842 
TAT TO 
16,000 
108,759 
186,956 
8,459,208 
405,866,854 
0 

0 

O 

0 

O 
1,163,195 
80,807 
35,727,970 
163,740 
13,810,711 


oooo0o0o0c°0o 


190,000 
1,094,769 
685,348 
301,672 
24,547,137 
17,774,489 
196,977,944 
8,516,501 
4,239,350 
16,476,358 
50,309,603 
3,073,087 
14,000,000 
0) 
5,234,818 
5,118,665 
17,447,289 
3,972,620 
41,169 
15,824,009 
3,045,735 


858,490,025 


Recommendation 


FY 1994 


1,416,152 
896,713 

0 
1,002,167 
1,344,895 
13,000 
95,500 
216,347 
8,800,477 
387,696,046 
832,779 
421,802 
818,739 
723,832 
805,091 
1,174,291 
85,000 
23,292,760 
221,112 

0 
23,589,005 
21,832,491 
3,341,452 
6,327,726 
3,388,163 
2,278,907 
0 

0 

450,461 
216,134 
484,594 
189,699 
26,792,770 
15,913,717 
200,464,443 
8,501,952 
4,462,900 
10,655,621 
45,177,364 
3,536,780 
14,000,000 
@) 
6,151,901 
6,477,042 
21,448,628 
6,838,481 
37,254 
16,488,947 
3,260,278 


882,163,913 


FY 1995 


1,398,650 
417,751 

0 
1,002,954 
1,378,321 
13,000 
95,500 
202,863 
8,817,847 
396,185,793 
840,746 
423,641 
821,986 
726,438 
809,704 
1,174,232 
86,000 
23,187,293 
139,129 

0 
23,589,005 
21,832,491 
3,341,452 
6,327,726 
3,388,163 
2,278,907 
0 

0 

450,461 
214,664 
409,602 
186,177 
24,738,659 
15,542,302 
205,664,264 
4,846,794 
4,529,612 
7,784,459 
45,327,637 
3,348,340 
14,000,000 
0 
5,316,663 
7,229,347 
16,397,343 
6,756,529 
33,755 
16,709,580 
3,261,490 


881,227,270 
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Budget Summary by Fund 
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Actual 
FY 1992 
State Special Revenue Fund (Continued) 


Licenses & Permits 
Taxes 


62,416,870.15 
535,968,889.24 
Service Fees 26,019,285.50 
Investment Earnings 2,968,293.11 
Fines 2,634,773.67 
Reimbursements 16,533.40 
Sale Documents, Merch & Property15,715,096.80 


Rentals, Leases & Royalties 200,107.91 
Fiduciary & Trust 127,241.09 
Miscellaneous 3,404,249.45 
Grants, Gifts, Bequests, Donations 3,615,423.48 


Income Collection & Transfers 
Federal Assistance 


127,134,349.58 

21,988,406.12 
Total Additions 802,209,519.50 
Beginning Fund Balance 


Subtract Adjustments 
Ending Fund Balance 


165,368,490.49 
7,058,568.36 
170,250,420.25 


NOTES: 


Budgeted 
FY 1993 


59,471,094 
557,580,770 
28,934,521 


247,209 
120,000 
1,052,000 
6,810,172 
101,390,943 
26,494,524 


805,082,534 
170,250,420 


116,842,929 


Recommendation 


FY 1994 


66,996,973 
605,993,049 
79,765,832 
4,240,676 
2,630,105 
17,085 
19,146,005 
195,390 
118,940 
1,883,530 
9,673,926 
87,728,234 
26,212,729 


904,602,474 
116,842,929 


139,281,490 


Budgeted FY 1993 reflects the status of operating plans as of November 1992. 


University system funding is disaggregated in the recommended columns. The expenditures are recorded in the 


Commissioner’s Office in the FY 1992 and FY 1993 columns. 


EXECUTIVE BUDGET 


FY 1995 


66,678,356 
610,041,911 
80,693,988 
4,371,646 
2,380,105 
16,585 
18,251,363 
195,390 
59,496 
1,884,197 
9,147,746 
93,942,344 
27,196,586 


914,859,713 
139,281,490 


172793; 9353 


SUMMARY - S63 


Budget Summary by Fund 
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Actual Budgeted 
FY 1992 FY 1993 
Federal & Other Spec Rev Fund 
Judiciary 16,072.99 (0) 
Governors Office 455,198.11 491,411 
State Auditors Office 9,108,842.84 11,180,000 
Office Of Public Instruction 7,966,548.35 9,706,470 - 
Crime Control Division 3,639,730.17 4,145,156 
Highway Traffic Safety 1,114,493.18 1,295,502 
Department Of Justice 1,295,859.79 1,907,396 
Public Service Regulation 24,679.68 27,100 
Commissioner Of Higher Ed 7,636,085.69 8,514,035 
Agricultural Exper Station 0.00 0 
Cooperative Extension Service 0.00 0 
School For The Deaf & Blind 169,924.93 165,447 
Montana Arts Council 572,198.28 709,303 
Library Commission 783,129.47 1,508,884 
Montana Council On Vocational 149,376.79 173,544 
Historical Society 453,136.77 691,260 
Dept Of Fish, Wildlife & Parks 8,894,508.18 11,037,757 
Dept Health & Environ Sciences 29,252,507.13 38,389,821 
Department Of Transportation 138,152,351.66 149,799,146 
Department Of State Lands 4,190,897.26 10,065,870 
Department Of Livestock 324,181.59 319,733 
Dept Nat Resource/Conservation 3,170,218.97 8,809,605 
Department Of Revenue 290,412.39 318,832 
Department Of Administration 0.00 O 
Long Range Building Plan 1,124,385.03 n@ 
Department Of Agriculture 523,372.04 820,652 
Dept. Corrections & Human Ser 6,266,150.03 6,909,596 
Department Of Commerce 17,184,970.80 28,634,595 
Labor & Industry 36,365,968.11 37,864,589 
Adjutant General 3,754,241.70 4,459,802 
Dept Social & Rehab Services 280,005,855.47 298,024,789 
Department Of Family Services 15,128,560.72 17,901,852 
Total Deductions 578,013,858.12 653,872,147 
Licenses & Permits (4,572.25) 42,000 
Service Fees 1,877,677.69 2,095,737 
Investment Earnings 1,828,697.71 1,600,607 
Fines (15,275.65) 209,000 
Reimbursements 1,389,088.78 1,408,412 
Sale Documents, Merch & Property 3,594.60 10,000 
Fiduciary & Trust 3,638,191.91 2,951,455 
Miscellaneous 297,788.99 15,300 
Grants, Gifts, Bequests, Donations 268,902.17 635,485 
Income Collections & Transfers 7,371,005.06 6,203,253 


Federal Assistance 


Total Additions 


Beginning Fund Balance 
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562,056,691.89 633,457,271 


578,711,790.90 648,628,520 


20,443,257.63 19,652,374 


Recommendation 


FY 1994 


0 

488,782 
10,000,000 
16,556,555 
3,525,303 
1,308,722 
1,021,794 
29,727 
9,500,668 
2,679,024 
2,161,652 
237,023 
542,249 
2,355,654 
165,257 
712,695 
11,486,782 
39,740,337 
168,781,915 
7,014,693 
363,509 
13,113,726 
309,487 
30,057 

10) 

5571;952 
4,759,513 
30,577,021 
30,518,269 
4,577,671 
350,991,020 
14,586,859 


728,687,916 


0 
2,480,536 
1,737,734 

211,000 
1;527,756 
10,000 
3,195,000 
10,300 
273,921 
5,685,209 
813,136,899 


828,262,355 


14,408,747 


FY 1995 


(0) 

491,850 
10,000,000 
4,641,074 
3,525,302 
1,306,994 
1,011,514 
28,168 
9,620,261 
2,692,299 
2,161,652 
237,023 
542,452 
395,663 
165,781 
702,478 
10,109,596 
42,348,705 
169,851,029 
7,028,493 
366,945 
1,218,078 
305,194 
30,058 

0 

512,250 
5,496,075 
31,041,928 
30,536,665 
4,496,337 


' 375,417,149 


14,553,806 
730,834,819 


0 
2,725,817 
1,790,383 

230,000 
1,528,995 
10,000 
3,305,000 
10,300 
274,392 
5,685,209 
730,827,109 


746,387,205 


113,983,186 
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Budget Summary by Fund 


Actual Budgeted Recommendation 
FY 1992 FY 1993 FY 1994 FY 1995 


Federal & Other Spec Rev Fund (Continued) 


Subtract Adjustments 1,488, 816.49 
Ending Fund Balance 19,652,373.92 14,408,747 113,983,186 129,535,572 
NOTES: 


Budgeted FY 1993 reflects the status of operating plans as of November 1992. 
University system funding is disaggregated in the recommended columns. The expenditures are recorded in the 
Commissioner’s Office in the FY 1992 and FY 1993 columns. 
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Budget Summary by Fund 


OO 


Actual 
FY 1992 

Proprietary Fund 
Secretary Of States Office 328,115.05 
State Auditors Office 153,033.51 
Office Of Public Instruction 978,173.55 
Department Of Justice 537,797.94 
Public Service Regulation 19,378.80 
Commissioner Of Higher Ed 13,079,071.59 
Historical Society 532,841.56 
Dept Of Fish, Wildlife & Parks 2,224,596.17 
Dept Health & Environ Sciences 1,596,448.12 
Department Of Transportation 14,133,215.38 
Department Of State Lands 234,674.87 


51,502,367.72 
72,173,884.48 
186,434,246.18 


Department Of Revenue 
Department Of Administration 
State Comp. Mutual Ins. Fund 


Long Range Building Plan 29,424.16 
Department Of Agriculture 5,858.59 
Dept. Corrections & Human Ser 3,273,952.12 
Department Of Commerce 42,230,130.86 
Labor & Industry 4,304,765.47 


Total Deductions 


Licenses & Permits 
Taxes 

Service Fees 
Investment Earnings 
Fines 1,047,036.20 
Reimbursements 5,886,543.32 
Sale Documents, Merch & Property73,977,383.89 


1,507,015.61 
9,957,921.02 
90,025,897.84 
71,464,576.45 


Rentals, Leases, & Royalties 35,680.95 
Fiduciary & Trust 141,423,563.69 
Miscellaneous 357,343.24 
Income Collections & Transfers 198,194,794.86 
Federal Assistance 552,715.80 


Total Additions 594 ,430,472.87 

Beginning Fund Balance 
Subtract Adjustments 

Ending Fund Balance* 


307,600,071.88 
796,303,262.07 
(288,044,693.44) 


393,771,976.12 


Budgeted 
FY 1993 


359,286 
195,661 
950,715 
633,096 
19,380 
16,194,510 
560,910 
2,426,782 
1,810,650 
14,101,581 
387,597 
52,326,022 
85,077,260 
165,928,600 
0 

11,251 
3,293,589 
48,554,242 
4,424,650 


397,255,782 


1,334,000 
14,035,500 
90,779,972 

8,811,793 

1,000,000 

4,840,048 
74,374,342 

49,000 
182,250,000 
101,727 
36,344,020 
452,339 


414,372,741 
(288,044,693) 


(270,927,734) 


Recommendation 


FY 1994 


370,133 
197,907 
1,153,428 
591,367 

0 
18,076,065 
592,843 
2,359,986 
2,466,840 
16,657,702 
247,881 
34,269,840 
93,345,174 
179,425,443 
0 

8,416 
4,119,367 
39,847,782 
5,038,505 


398,768,679 


1,432,000 
9,816,000 
109,589,134 
8,599,293 
1,050,000 
6,298,903 
78,353,551 
37,646 
199,225,801 
66,272 
1,691,369 
554,852 


416,714,821 
(270,927,734) 


(252,981,592) 


FY 1995 


370,852 
196,791 
1,142,583 
593}175 


10) 
19,943,459 
598,691 
2,469,365 
2,349,731 
16,512,690 
312,257 
34,265,328 
99,686,800 
196,630,433 
0 

8,561 
4,671,965 
39,937,422 
5,127,048 


424,817,151 


1,432,000 
9,816,000 
119,226,737 
8,559,293 
1,050,000 
6,132,066 
79,635,304 
37,646 
218,883,129 
66,372 
1,702,135 
544,007 


447,084,689 
(252,981,592) 


(230,714,054) 


* The ending fund balance includes the large deficit in the "old" state fund of -§431.5Min FY 92, -$469.1 million 
in FY 93, -$528.8 million in FY 94 and -$580.0 in FY 95. This deficits are addressed in a proposed initiative on 


the old fund. 


NOTES: 


Budgeted FY 1993 reflects the status of operating plans as of November 1992. 
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SUMMARY - S66 


Object 


0000 


Budget Summary by Fund 


SUMMARY OF TOTAL DISBURSEMENTS 
BY OBJECT CODE 


Description 


Full Time Equivalent (FTE) 


1000 _ ~=Personal Services 

1100 = Salaries 

1200 Hourly Wages 

1300 Other Compensation 
1400 Employee Benefits 
1500 ~—Health Insurance 

1600 Vacancy Savings 

1900 =~ Personal Services-Other 


Total Personal Services 


2000 Operating Expenses 
2100 Other Services 

2200 Supplies & Materials 
2300 Communications 
2400 Travel 

2500 = Rent 

2600 _ Utilities 

2700  ~=Repair & Maintenance 
2800 Other Expenses 

2900 Goods Purchased/Resale 
Total Operating 

3000 Equipment 

4000 _ Capital Outlay 

5000 __—Local Assistance 
6000 = Grants 

7000 _~—sc Benefits & Claims 
8000 ‘Transfers 

9000 _— Debt Service 


Total Disbursements 


Actual 
FY 1992 


15,193.44 


368,343,283 
11,209,478 
476,015 
93,121,833 


(635,690) 
472,514,919 


251,564,317 
26,427,986 
25,966,477 
15,462,543 
27,602,462 
12,687,988 
22,899,969 
33,165,004 
51,248,177 


467,024,923 
26,222,427 
12,293,530 

523,377,631 
98,666,099 

537,645,287 

S11), 581,792 
17,194,082 


Personal Services 
Operating Expenditures 
Equipment 

Capital Outlay 

Local Assistance 
Grants 

Benefits And Claims 
Transfers 

Debt Service 


EXECUTIVE BUDGET 


19.2% 
18.9% 
1.1% 
0.5% 
21.2% 
4.0% 
21.8% 
12.6% 
0.7% 


Approp. 
FY 1993 


15,174.32 
49,474,353 
364,418,481 
458,633 
401,364 
53,020,643 
2230709 
(10,098,790) 
(4,520,699) 


475,291,764 


105,425,623 
260,097,031 
25221725 
21,682,134 
13,598,407 
24,817,227 
12,987,100 
34,201,364 
18,590,086 
11,591,962 


528,212,659 
22,454,860 
15,658,266 

528,803,056 

128,175,420 

580,887,113 

276,148,181 
18,464,430 


2,466,520,690 2,574,095,749 


18.5% 
20.5% 
0.9% 
0.6% 
20.5% 
5.0% 
22.6% 
10.7% 
0.7% 


Recommended 


FY 1994 


15,059.41 
6,098,788 
403,485,079 
566,157 
450,857 
69,457,167 
32,086,569 
(326,749) 
(236,088) 
511,581,780 
2,626,305 
287,569,683 
33,593,384 
25,953,485 
15,780,519 
28,701,833 
OS 2 F127 
51,880,559 
35,478,373 
29,591,204 


523,707,472 
24,679,998 
19,802,203 

539,931,652 

131,872,983 

708,340,887 
86,086,718 
11,794,907 


2,557,798,600 


Recommended 


FY 1995 


15,197.94 
5,995,899 
406,731,038 
586,801 
401,025 
72,560,034 
32,382,334 
(324,278) 
(234,190) 
518,098,663 
2,651,153 
281,555,034 
34,558,348 
26,417,018 
15,861,644 
29,268,404 
12,977,891 
52,095,937 
35,655,388 
28,107,675 


519,148,492 
22,353,833 
6,351,203 
535,826,789 
112,759,852 
771,152,905 
92,732,974 
10,534,986 


2,588,959,697 


20.0% 20.0% 
20.5% 20.1% 
1.0% 0.9% 
0.8% 0.2% 
21.1% 20.7% 
5.2% 4.4% 
27.7% 29.8% 
3.4% 3.6% 
0.5% 0.4% 


SUMMARY - S67 


SUMMARY OF TOTAL DISBURSEMENTS 
BY OBJECT CODE 


Object Description 


General Fund 

State/Other Special Rev. Fu 
Federal/Other Spec. Rev. Fu 
Debt Service Funds 

Capital Projects Funds 
Proprietary Funds 

Expendable Trust Funds 
Nonexpend./Pension Trust Fu 
Current Unrestricted Fund 


01000 
02000 
03000 
04000 
05000 
06000 
08000 
09000 
31000 
32000 
Total Program 


Agency Total FTE 
Agency Total Expenditures 


EXECUTIVE BUDGET 


Actual 
FY 1992 


522,086,287 
790,269,021 
578,013,858 


6,078,796 
393,771,976 
2713137 
1,917,786 
174,107,828 
4,000 
466,520,689 


15,193.44 
466,520,690 


Approp. 
FY 1993 


511,006,875 
824,003,332 
653,872,147 
6,406,163 
1,743,326 
397,255,782 
620,197 
10,943,314 
174,650,776 


574,095,749 


15,174.32 
574,095,749 


Recommended 
FY 1994 


525,772,027 
894,448,913 
728,687,916 


711,794 
1,855,581 
186,726 


557,798,600 


15,059 
557,798,600 


Recommended 
FY 1995 


538,642,781 
885,004,270 
730,834,819 

951,801 
424,817,151 

192,338 
588,959,697 


15,198 
588,959,697 


SUMMARY - S68 


GENERAL 
_ GOVERNMENT 
eee AND 
TRANSPORTATION 
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